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¢ In the Record ° 


Latest Developments in Human Relations 

When the social scientist and the businessman make com- 
mon cause, the results are often exciting and deeply reward- 
ing to both groups, reported three professors in a recent 
Round Table conference held by the Board. 

Starting on the next page, William Foote Whyte dra- 
matically describes what happened in the “Tremont Hotel,” 
an organization plagued with nearly every possible personnel 
problem, when the top man was persuaded to introduce an 
“action research program.” Emphasis is placed on the person- 
nel manager’s role as a consultant on human relations, 
rather than as someone whose primary function is to run 
an employee benefits program. 

Herbert A. Shepard describes the management labora- 
tories conducted by Esso refineries in the past two years. 
These laboratories are based on the concept of “sensitivity 
training” (“know thyself and thy impact on others”), and 
the goal is to free initiative at all levels throughout the 
organization, and to develop a more experimental attitude 
toward solving problems. The experience of the men in these 
laboratories and why it is believed important to organiza- 
tion development are described by Professor Shepard on 
page 26. 

The “in-basket” technique used by the American Tele- 
phone and Telegraph Company as part of its management 
development program is discussed by Lewis B. Ward on page 
_ 80. Simulation or “let’s pretend” characterizes this training: 
You’ve suddenly been dropped in a district manager’s job. 
On your desk is an in-basket filled with carefully selected 
letters, documents, reports, etc—what any manager might 
have to take care of during a business day. You have to 
dispose of these items—and you have three hours in which 
to do it. 

Professor Ward points out that here, as in the other two 
situations described, applying human relations research find- 
ings to specific company problems seems not only to yield 
practical results for the company but also to provide re- 
searchers with new data for further. studies. 


Severance Pay in Nonmanufacturing 


Automatic machines are progressing so rapidly that they 
will eventually “compete with man in all purely intellectual 
fields,” says a computer expert. Other experts don’t go quite 
so far, but some do see machines eliminating many middle- 
management jobs and changing the composition of the work 
force. Regardless of the form it takes, the upcoming tech- 
nological revolution has people thinking of possible means 
of cushioning its impact—not only in manufacturing but 
also in the “stable” nonmanufacturing sector. And severance 


pay is one of the most important ways to accomplish this. 

What has been the pattern in severance pay benefits in 
nonmanufacturing up to now? The article on page 6 dis- 
cusses the types of plan and the size of benefits in utilities, 
finance, and trade. These nonmanufacturing severance bene- 
fits are also compared with the benefits previously reported 
in 259 manufacturing companies. 


The Work-Study Programs 

“No man can be a pure specialist,” quipped Bernard 
Shaw, “without being in a strict sense an idiot.” A some- 
what irascible statement, to be sure, it nevertheless em- 
phasizes that specialization often does lead to narrowness 
of viewpoint. Since university courses of study may indeed 
have become overspecialized, many companies are trying to 
broaden the horizons of employees coming directly from the 
campus. 

This effort helps explain the increased popularity of 
work-study programs. These attempt to expand the student’s 
point of view by putting him on the job while he studies. 
In this way he can begin to cope with some of the practical 
problems—in human relations and everyday economics— 
that he will have to deal with during his working career. 
The article on page 10 discusses the current programs of a 
number of schools and companies. 

rs e e 
Family Budgets for Two Cities 

Family budgets are seldom used by companies in wage 
negotiations and never, as far as the Board knows, to 
determine the level of pension benefits a retired employee 
will be paid. Yet many managements feel they have a 
responsibility toward their employees—both retired and 
active—to see that wages and pension benefits provide at 
least a minimum, decent standard of living. But how, a 
company may ask, does one measure “minimum” or “de- 
cent”? How much is enough for a family of four to live 
on? How much does a retired couple need? 

Here is where family budget information may be useful. 
It provides at least a rough yardstick in terms of what a 
specific family must pay to purchase a specific package 
of goods and services at some particular place and time. 

The article on page 16 looks at the Heller Committee’s 
four-person family budget in San Francisco and at the 
Community Council’s family budget in New York. The 
levels of living these two budgets are designed to provide 
are somewhat different, as is obvious from what is included 
in the budgets and from their total costs. Budgets for a 
retired couple and for a middle-aged couple with the husband 
working are also given for New York. 


Latest Developments in Human Relations 


"Action research," "sensitivity training," and "simula- 
tion" are terms that can appear misplaced in business 
literature. They often seem to have strayed from a purely 
"academic" realm into the world of "practical" men. But 
such approaches can contribute to the solution of pressing 
business problems while simultaneously yielding valuable 
data to research workers, as was demonstrated during a 
recent Round Table sponsored by The Conference Board. 

Speakers told how an action research program had 
helped to solve management problems in a hotel, how a 
management laboratory had contributed to a program 
for organizational development in an oil company, and 
how research findings on the behavior of managers had 
been obtained from an "in-basket" simulation used for 
training purposes by a utility. 

The panelists were: 


e William Foote Whyte, Professor, New York State 
School of Industrial and Labor Relations, Cornell 
University. 

e Herbert A. Shepard, Professor of Behavioral Science, 
Case Institute of Technology 

e Lewis B. Ward, Professor of Business Research, 
Harvard University 


Douglas McGregor, Professor of Industrial Manage- 
ment, Massachusetts Institute of Technology, chaired the 
discussion. 


Applying Research in 
Human Relations 
by William Foote Whyte 


EK OFTEN HEAR it said that the personnel man 

should be an advisor to line management on hu- 
man relations problems. I would like to ask, “Is his 
advice based upon research on the problems that he is 
discussing, or is it just something that he deals off the 
top of his head?” I am suggesting that it might be 
well to determine to what extent we can support the 
advisory function of the personnel man by research 
programs, 


A particular case study carried out in the years 
1945-46 is illustrative of what might be called an ac- 
tion research program. It may seem that we are going 
back a long time for a report on the latest develop- 
ments, but, actually, details of this project, involving 
what I shall call the Tremont Hotel, could not be pub- 
lished at the time. It is necessary to tell quite an in- 
timate story of what went on. Even changing the 
names of the hotel and the key people involved would 
not have prevented easy identification. Now, after a 
number of years have passed, and the key people have 
either left the particular organization or have passed 
away, I believe it should be possible to bring out some 
of the things that went on, to see if we can learn 
something from them today. 


HOW IT STARTED 


The study had its inception when I happened to be 
at the “Tremont Hotel,” making a talk on some find- 
ings in human relations research in the restaurant in- 
dustry that we had been carrying on for the Commit- 
tee of Human Relations in Industry of the University 
of Chicago. James Smith, vice-president and general 
manager of the hotel, took an interest in what I had 
to say; later he approached me to ask whether I could 
recommend a man for personnel manager of his hotel. 
As we talked about the job, I learned that the hotel 
had had three personnel managers in the preceding 
year, which suggested that the position was rather 
hazardous. I wasn’t inclined to recommend on that 
basis, but I made the general manager a counterpro- 
posal: If he would like to get together with us on an 
action research program, I would recommend a man 
to carry out the action phase of it. 

This is what was agreed upon. Meredith Wiley, who 
had been working on research with us in Chicago, 
went on the hotel payroll as personnel manager, re- 
porting to Mr. Smith. Edith Lentz, who had been 
doing research on human relations in the restaurant 
industry with me, went to the hotel to serve as a 
research staff. I served as research director and con- 
sultant to management. This meant that I spent one 
day a month at the hotel, and Edith Lentz or Mer- 
edith Wiley spent a couple of days a month in Chicago 
with me, talking about what was going on, and what 
we might do. Between monthly visits, I received all 
their research notes. So I kept quite close to the devel- 
opments in both research and action. 


MANAGEMENT RECORD 


What were the problems we had to deal with? I can 
sum them up under five headings: 


1. Labor turnover. It was running about 250% 
a year—a bit over 20% a month. And absenteeism 
also was high. 


2. Factional strife. Mr. Smith had taken over the 
top operating position of this hotel several years 
earlier, and had brought along a number of execu- 
tives who had served with him in the previous hotel 
that he had managed. They were referred to as the 
“Smith crowd.” 


3. Autocratic supervision. Initiative came quite 
heavily from the top down. 


4. Unclear organization structure. Individuals at 
lower levels found themselves directed by several 
different persons; there were frequent conflicts be- 
cause of this. 


5. Union grievances. These had accumulated, and 
no one in the hotel was settling them. They seemed 
to wind up in the office of the city’s hotel associ- 
ation, where they were necessarily dealt with by 
someone not intimately familiar with the problems 
of the Tremont Hotel. 


To provide a little background on our situation 
when we started work at the hotel, let me sketch in a 
few facts. Before we started work in this city, we had 
introductions from the unions in Chicago with which 
we had worked, to the unions representing workers in 
the hotel. This meant that we were able to consult the 
higher union people in the city about objectives and 
about how we hoped to better the union-management 
relationship, among other things. This was known to 
Mr. Smith, the top man, too. 

Our whole program was announced at a general 
meeting of the hotel’s management, from the top 
down to the first-line supervisors. We didn’t have 
general employee meetings, but in every department 
where Edith Lentz began to work, she received the 
same sort of general introduction. 


WHERE TO BEGIN 


We decided to begin our research in the food service 
department. We were led to this decision partly by the 
fact that, because of our recent research project, we 
were familiar with the restaurant industry. Also, two- 
thirds of the income of the hotel was coming from the 
food and drink departments. 

Miss Lentz began observing and interviewing wait- 
resses and the supervisor in the coffee shop, one of 
the hotel’s three dining rooms, getting these people 
to talk about their problems as they saw them. Then 
Mr. Wiley began discussing these problems with the 
supervisor in a general way. By that, I mean talking 
about the general picture that the interviews revealed, 
without saying that Suzy Jones said so and so, and 
Mary Smith said such and such. The supervisor was 
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encouraged to discuss her own problems and possible 
new approaches to them. Eventually the same pro- 
cedure was followed in the other dining rooms. 

The waitresses at that time felt under very severe 
tension. Business had expanded rapidly; the coffee 
shop was always in a rush. The girls always felt under 
pressure from their superiors. Miss Paris, the super- 
visor of the coffee shop, began to wonder whether per- 
haps a weekly meeting with the waitresses to discuss 
their problems might not be a good idea. Mr. Wiley 
not only encouraged her in this but gave her coaching 
as to how such a meeting might be handled. 

The meetings were then begun, with Edith Lentz 
sitting in to observe and keep a record—not so much 
for the purpose of reporting to higher management, 
but rather to see what was going on, so she could dis- 
cuss with the girls later what they were getting out 
of the meetings. Also, on the basis of such feedback, 
she would suggest to the supervisor how the meetings 
might be handled more effectively. 

We found the waitresses responding to this approach 
with a great deal of enthusiasm. They spoke freely, 
got problems off their chests. The discussion resulted 
in a great deal of understanding between the girls 
and their immediate supervisor. 

Concrete matters came to the front. For example, 
there was the case of the water spigot. The girls at 
the time had to go about a hundred yards to reach 
the water spigot, to fill their pitchers to service the 
tables in the dining room. This was quite a sore spot 
because of the pressure they were under. It repre- 
sented not only so many miles a day, but the wait- 
resses felt that it was a symbol of top management’s 
lack of concern for them. 


SOME OF THE PROBLEMS 


At the time, the hotel was undergoing an ambitious 
renovation program, and little things of that nature 
tended to be put off. There were plans for new dining 
rooms in which arrangements would be more efficient. 
However, as Mr. Wiley consulted with the supervisor 
and with the engineer, and then discussed the situation 
with Mr. Smith at the top, it became evident that de- 
laying action on the water spigot was very unfortunate 
for employee relations. An immediate, very minor 
change would have an important symbolic effect, he 
indicated, as well as an effect on the girls’ feet. Mr. 
Smith ordered the change made at once. 

We also found that there was considerable friction 
between the kitchen and dining room. This was not 
surprising. We run into it many times in the restau- 
rant industry. It was apparent that we couldn’t resolve 
problems in the dining room, unless we could deal 
with the dining room-kitchen frictions. Miss Paris 
suggested, “Wouldn’t it be nice to have the chef sit in 
on the waitresses’ meetings, so we could discuss inter- 
departmental problems?” Mr. Wiley approached the 
chef to propose such a meeting. At first the chef saw 


& 


no point to such a meeting, but after he had discussed 
it with Mr. Wiley on three occasions, he agreed to 
attend. 

Mr. Wiley did a certain amount of coaching to pre- 
pare the chef for what he might run into. He prepared 
him for the fact that the girls were antagonistic, that 
they had hostile feelings they were going to need to 
get out. If the chef was able to accept those hostile feel- 
ings and not fight back, his behavior might lead to a 
resolution of some of the problems. 

I am happy to say that the chef handled the meet- 
ing with considerable skill and understanding. When 
he saw that he could do something in the kitchen to 
improve a situation to which the girls objected, he 
would say he would do it; and, in fact, he did, right 
after that. On a number of problems he had to say, 
“T am afraid we can’t consider changing that, because 

,»’ and he would give the reasons. And the girls 
would say, “Well, all right, if that is the way it is. We 
didn’t understand it that way.” 

Halfway through that single meeting, a remarkable 
change took place. Instead of throwing the heat on 
the chef, the girls began to ask him what he thought 
they could do to ease relations in the kitchen. 


Those Hold-Up Points 


Another problem that came up was severe friction 
between the waitresses and the food service checkers, 
at whose desks the waitresses had to stop on their 
way out of the kitchen. These were hold-up points; 
also problems of inspection were involved. Sometimes 
the girls were sent back because they didn’t have the 
right things on the tray. 

Through the years, the traffic had grown very 
heavy, with no adjustment in the physical structure 
and with no addition to the checker staff. Miss Lentz 
worked on this problem on the research side, and Mr. 
Wiley began consulting with the supervisory people 
and with the engineer. Out of this came a change 
in the flow of the traffic. A new checker stand was 
provided for the lines of waiters and waitresses who 
served all three dining rooms from the same large 
kitchen. The flow of work was speeded up and the 
friction points greatly reduced. The waiters and 
waitresses and the checkers, themselves, said they had 
a completely new environment to work in. 

I am not going to try to report, department after 
department, what we undertook to do. If I outline 
the general nature of the things we did, you may think 
of possible applications in other situations. 


SUPPORT OF TOP MAN 


Let me leave the departmental level problems, and 
give you an idea of what we encountered at the top 
level. From the beginning, we had the support of Mr. 
Smith, the top man; and this was crucial, despite the 
fact that Mr. Smith’s pattern of direction of the 
hotel, in itself, led to a number of problems. However, 


I would like to deal with the more immediate road 
block—the number-two man in the organization, the 
resident manager. 

Mr. Kraus was a former Austrian army officer in 
World War I. He had had some twenty years as a 
hotel auditor, which meant that he went from hotel 
to hotel, studying the books and telling managers 
whom to fire and how individuals and groups should 
be shifted around. He had always been the inspector, 
the fault-finder, who made his report and got out. 
He had never had to stay with a situation and really 
manage it, until he had been brought to the Tremont 
Hotel as resident manager. A more inappropriate 
background for this job could hardly be imagined. 

We found that Mr. Kraus’ manner of directing 
operations involved what might be called “patrolling 
the hotel.” He would spend at least half a day 
patrolling. He would go from room to room, out the 
back alleys and through the employee locker rooms, 
issuing orders to anyone in sight. He would also dis- 
charge an employee on sight; and supervisors com- 
plained that they didn’t know a particular worker 
had left until they discovered a few hours later that 
Mr. Kraus had fired him. 

The resident manager had the theory that most 
people were natural slackers. As he put it, he had to 
read the riot act to them every now and then in- 
dividually. He preferred doing it, however, in groups; 
he said it was more efficient that way. 


THE PROBLEM OF MR. KRAUS 


We had not been in the hotel very long before we 
came to realize that if we couldn’t do something about 
Mr. Kraus, we weren’t going to accomplish very 
much. The first move we made took place a month 
after our research started, when I led a discussion 
of human relations problems in a meeting of the hotel 
management group. I told the management that it 
was too early to report our findings in connection 
with research in the hotel, but I was going to report 
some general observations from our restaurant 
studies. 

I selected the particular material I thought would 
be pertinent to Mr. Kraus without putting the finger 
on him. I talked about the pressure on waitresses, 
and how they were caught between the customers on 
one side and, on the other, the service pantry and 
kitchen staff, the checkers, the bartender, the super- 
visor, and the people at higher levels in the organiza- 
tion. I tried to make the management people feel 
awfully sorry for the poor waitresses. I also indicated 
the lack of upward flow of communication. 

As I presented this picture, Mr. Smith followed 
along and endorsed the idea of getting information 
and suggestions from the bottom, easing pressure on 
the girls, and so forth. Mr. Kraus didn’t say much. 
We heard later that one of the other executives, as 
he left the room, shook hands with Kraus and said, 
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“Well, so long, Mr. Kraus. It’s been nice knowing 
you.” 

But it was not our objective to get rid of Mr. Kraus. 
In fact, we felt this would have spoiled our program. 
We felt that our objective should be to do as much 
as we possibly could with the responsible individuals 
in their various positions. We felt it wouldn’t be prov- 
ing anything if we came in and got some key person 
fired. Management people have been doing that for 
ages. 

The real achievement would be effecting a change 
in individuals. However, very soon after we under- 
took our research, Mr. Kraus wanted Mr. Wiley fired. 
Mr. Wiley’s first idea was to approach Mr. Kraus 
through interviewing. The idea was to get Mr. Kraus 
to talk about his own problems. In developing a sort 
of consultative relationship, they might find that they 
could begin to work together. 

Mr. Kraus, however, could not spare time for an 
interview. He was too busy patrolling the hotel; and 
I am sure he deliberately avoided Mr. Wiley’s ap- 
proach. So, after some weeks of effort, Mr. Wiley 
finally had to take the bull by the horns. It happened 
right after Mr. Kraus had created a considerable 
disturbance in the hotel. Arbitrarily and without 
warning to anyone, he had shifted the waitresses out 
of the Zebra Room, which was the highest-status 
restaurant in the hotel, to the second-status restau- 
rant, and he had put the waiters from the second- 
status restaurant into the highest-status restaurant. 
Everybody in the two dining rooms was upset, and 
the union officials were complaining. 

It was then that the personnel manager came into 
the picture, as he often does. Something blows up, and 
he is expected to pick up the pieces. This time, how- 
ever, Mr. Wiley didn’t go about the repair job silently. 
Instead, he took hold of the incident as a sort of test 
case. He went to Mr. Kraus and said, “Look here, 
I can’t handle things of this nature at this point. Why 
don’t you get together with me before you take action 
such as this?” I gather that they had it rather hot 
and heavy for three-quarters of an hour. 

Apparently Mr. Kraus was the sort of person who 
understood a strong position. When Mr. Wiley had 
not cracked down, had not fought him, Mr. Kraus 
had begun to spread the word that Mr. Wiley was 
weak, “Wiley is a dope. Don’t pay any attention to 
him; go to his assistant if you want anything.” Now, 
at least, the two men were able to develop a relation- 
ship, so they talked frequently about the management 
problems of the hotel. 

Over a period of months we observed quite a trans- 
formation in Mr. Kraus. No longer did he read the 
riot act. By and large, he stayed away from depart- 
mental meetings, but when he did come, he actually 
listened and responded to what people were saying. 
He didn’t just tell them. He began observing chan- 
nels of authority and responsibility in the hotel. No 
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longer did he patrol the kitchen and tell the cook to 
put more salt in the soup, as he had been observed 
to do in the beginning. He did not become an ideal 
manager by a long shot, but he came a long way; 
and he relieved the pressure on the organization at 
lower levels, so Mr. Wiley could work much more 
effectively. 


WHAT THE RESULTS WERE 


Now, as to the results. Over a period of a year or 
more we had uniform testimony that emotional ten- 
sions were reduced; job satisfaction was enormously 
increased; staff efficiency was thought to be much 
higher. You can’t measure the last very well in a 
hotel because income in this type of enterprise de- 
pends so much on business conditions, apart from the 
efforts of employees. 

Turnover, which had been over 20% a month, 
dropped to around 6% and leveled off at that point 
within eighteen months. So far as we know, there 
was no comparable drop in other hotels in the city. 
There may have been some drop, but nothing of this 
magnitude. We can’t actually prove it, because the 
other hotels weren’t keeping the records we were. 
However, we can assume something was accomplished. 


THE ROLE OF THE PERSONNEL MAN 


The role of the personnel man in this research 
project was a rather sharp departure from what we 
customarily find. In the first place, he delegated the 
functions of the office, as traditionally conceived, as 
much as possible to his assistant—advertising for 
help, recruiting, placement, payroll, and so on. The 
primary function of the personnel manager was to 
act as a consultant on human relations problems. 
Even these were defined much more broadly than 
they customarily are. Too often, we find that people 
think of personnel problems as simply involving the 
relations among people, without considering the com- 
pany’s organizational structure, technology, work 
flow, and so on. 

In this particular situation, Mr. Wiley worked on 
the organization structure, the lines of authority. In 
some cases we couldn’t have achieved the results we 
did at the lower levels without changes of this nature. 
Mr. Wiley also worked on the work flow, on the 
technology of the organization, as we have seen in 
the case of the water spigot and the checker stand. 
He also became the liaison between union repre- 
sentatives and the supervisors, consulting on griev- 
ances and other problems, so they could be handled 
effectively within the hotel. 

Mr. Wiley was involved in training, as most per- 
sonnel men are, but I would like to emphasize that 
there was no formal training program in the first year 
of our work. Yet it seems to me training was going 
on all of the time. Mr. Wiley was coaching the 


(Continued on page 24) 


Severance Pay in Nonmanufacturing 


How do severance pay practices compare in three major nonmanufacturing industries that 
have relatively stable employment with the more volatile manufacturing group? 


URING the summer of 1958, Tue CoNFERENCE 

Boarp conducted an extensive survey of sev- 
erance pay practices in manufacturing.’ At that time 
many industries were pulling out of a recession that 
had caused substantial cutbacks in the work force. 
Other factors also added to an over-all situation of 
unstable employment. Many companies were mov- 
ing to the South and the West. The investment 
boom of 1955-57 had resulted in the introduction of 
new plant and equipment. There was sharper foreign 
competition. And a new era of technological innova- 
tion was beginning. It was against this backdrop that 
severance pay practices in manufacturing were sur- 
veyed. 

But what of severance pay in industries that have 
been noted for stability of employment—industries 
that the new technological innovations are only now 
beginning to reach? To obtain an idea of severance 
pay in this type of setting, the Board recently studied 
the severance pay practices in three major nonmanu- 
facturing industries: gas and electric utilities, finance, 
and retail and wholesale trade. This article sum- 
marizes the data about the size of the severance pay 
benefit in these three industries and compares the 
benefit levels with those found in manufacturing. The 
complete study will be published soon in the Board’s 
Studies in Personnel Policy series. 


ABOUT THE COMPANIES 


In the study of severance pay in manufacturing in- 
dustries it was possible to draw samples from lists that 
included practically every company with 1,000 or 
more workers in each of the industries; therefore, it 
was possible to approach a truly “representative” 
sample of these “larger employers.” In the present 
study of nonmanufacturing industries, the “larger em- 
ployer” concept also guided the selection of companies. 

In gas and electric utilities one hundred companies 
were chosen by a random selection from a basic list 
that included nearly all gas and electric utilities with 
1,000 or more employees. All but twenty-two of the 
one hundred answered the survey. Thus, a fairly re- 
liable picture of severance pay in larger gas and elec- 
tric utilities was obtained. 

Similarly, about 65% of the 216 financial institu- 
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tions contacted had more than 1,000 employees. The 
other companies employed between 250 and 1,000 
people—relatively large firms by this industry’s stand- 
ards. About 60% of the entire sample was selected 
from a list of the 200 largest financial institutions; the 
remainder was.taken from among Conference Board 
Associates. About two-thirds of the 134 firms that 
answered the survey have 1,000 or more employees. 
Here again, a fairly reliable estimate of severance pay 
practices in larger financial institutions probably has 
been obtained. 

In the area of wholesale and retail trade, the 200 
largest trade firms were contacted (all but thirty-nine 
had more than 1,000 employees) . However, only fifty- 
seven companies answered the inquiry (all but four 
of them with at least 1,000 employees). Because of 
this limited response, the data for larger employers in 
wholesale and retail trade can only be considered 
illustrative; in particular, the information obtained is 
not extensive enough to describe differences in the 
practices among the five major industry categories of 
the trade group: wholesalers, department stores, food 
chains, nonfood chains, and mail order houses. 


ABOUT THE PLANS 


Of course, not all of the companies that cooperated 
in the study had a severance pay plan. Therefore, 
data about the size of the benefits are based upon 
plans in thirty-two gas and electric utilities, ninety- 
eight financial institutions (nearly all of them banks 
or insurance underwriters) and thirty-eight wholesale 
and retail establishments.1 

Companies were asked to choose one of three de- 
scriptions as characteristic of their severance pay 
practice: (1) a formal written plan, the details of 
which are described in an employee handbook or 
union contract and distributed to the employees cov- 
ered by the plan; (2) a written plan used primarily 
as an administrative guide and not communicated in 
detail to employees covered; or (3) an informal prac- 
tice that has been applied with some regularity and in 
a fairly large number of cases. 

None of the thirty-two public utilities with sever- 
ance pay characterized their plan as an informal prac- 
tice; twenty-two are formal written plans and the 


1 Because six companies have two different plans, there are a total 
of forty-four severance pay plans in these thirty-eight trade firms. 
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other ten plans are used essentially as administrative 
guides. 

On the other hand, the pattern among the financial 
institutions and wholesale and retail trade firms is 
quite different. Only twelve of the ninety-eight plans 
in finance and thirteen of the forty-four plans in trade 
are formal, with their details generally known to cov- 
ered employees. Of the eighty-six financial institutions 
without a formal plan, forty-four said their plan was 
an administrative guide only, and the other forty-two 
characterized their arrangement as an informal prac- 
tice. Similarly, eleven of the thirty-one trade firms 
without a formal plan rely on an informal practice; 
the other twenty have written guides for administra- 
tors only. 

In other words, the majority of plans among the 


Severance Pay at Various 
Lengths of Service in 
Three Nonmanufacturing 


Industries 


Table 2: Severance Pay in Eighty-three 
Financial Institutions! 
Weeks of Length of Service 


Severance Pay lyr. Syrs. 10 yrs. 15 yrs. 20 yrs. 25 yrs. 
Number of Plans 
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financial institutions and trade firms have a large 
element of discretion built into them. Therefore, the 
amount of severance pay suggested as a guide to com- 
pany administrators probably should be considered as 
the minimum benefit, with the understanding that an 
individual’s specific situation may be just as impor- 
tant as the company plan in determining his termina- 
tion allowance. 

One other word of caution in interpreting the data 
for the financial institutions and trade firms. As in all 
industries, of course, severance pay usually is given 
if an employee must be terminated for general eco- 
nomic reasons, such as a widespread business decline, 
technological change, or the shutdown of some unit of 
the business. But the financial institutions and, within 
the limitations of the data, the trade firms differ 


Table 1: Severance Pay in Twenty-nine Gas 
& Electric Utilities? 
Weeks of Length of Service 


Severance Pay 1 yr. Syrs. l0 yrs. 15 yrs. 20yrs. 25 yrs. 
Number of Plans 


1 1 
5 5 


7 
1 Excludes three plans in which severance pay depends on age 
and service. 


Table 3: Severance Pay in Thirty-nine Plans 
in Retail and Wholesale Trade 
Weeksof Length of Service 


Severance Pay ; Syrs. 10 yrs. 15 yrs. 20 yrs. 25 yrs. 
Number of Plans 
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8 


markedly from the public utilities and the manufac- 
turing industries in providing severance pay when the 
termination is the result of some personal shortcoming 
of the employee. Nearly all of the financial institu- 
tions give severance pay if an employee is released 
because of personal inefficiency, and about one-third 
of this group give it if the cause is physical or mental 
disability. About half of the trade firms give severance 
pay under either of these circumstances. In manufac- 
turing and in the public utilities only 30% of the plans 
give severance pay in cases of personal inefficiency or 
disability. 

Practically none of the manufacturing companies or 
the utilities give severance pay if the discharge is for 
“cause.” But almost 70% of the financial institutions 
and about one-third of the trade firms indicated that 
severance pay would be granted in this situation, so 
long as the cause was not gross misconduct. 

In other words, in finance and trade—two indus- 
tries with relatively stable employment—established 
practice generally has been concerned with employees 
who have relatively short service and who are dis- 
missed because of personal shortcomings. The benefit 
levels, as will be shown, reflect this approach. 


SIZE OF THE BENEFIT 


In general, public utilities provide substantially 
higher severance payments than the trade firms and 
financial institutions in this study. And the benefits 
provided by the financial firms are, as a group, no- 
ticeably lower than those in the retail and wholesale 
trade establishments. 

The key to this difference in benefits in these three 
industries is the relative prevalence of plans that give 
only one or two weeks’ pay to all who are terminated, 
regardless of length of service. Nearly half of the 
financial institutions use this flat benefit of only a 
few weeks’ pay as compared with somewhat less than 
one-fourth of the utilities and trade firms. In addition 
to this flat benefit arrangement, financial institutions 
and trade firms in particular use another type of 
“short-service-oriented” plan; typically these plans 
reach a maximum benefit after five years of service 
or less. Long-service arrangements, more typical in 
the utilities, continue to add benefits as service 
increases. 

Of course, the impact of these short-service-oriented 
plans is not too noticeable on the level of benefits 
provided to an employee with relatively little service 
at termination. Only when benefits for long-service 
employees are compared are the differences among 
the three industries apparent. To illustrate this, bene- 
fits at various levels of service are summarized for 
each industry and compared with benefits in manu- 
facturing in the accompanying tables, boxed at the 
bottom of page 7. 

Data for finance are based on eighty-three plans; 
for trade, thirty-nine plans; and for utilities, twenty- 


nine plans.! For manufacturing, benefits in two types 
of plans are shown: 137 salaried and sixty-two nego- 
tiated plans. These sixty-two negotiated plans do not 
include the pattern plans of the Steelworkers and 
Rubber Workers. Although the latter are not included 
in the percentages given for negotiated plans, their 
benefit levels for various lengths of service are noted 
by an “S” and “R,” respectively, in the tabulations 
that follow.” 


One Year of Service 


The tabulation below shows the amount of sever- 
ance pay provided by plans in the three nonmanu- 
facturing industries and in the two manufacturing 
groups for an employee with one year of service at 
termination. 


Per Cent of Plans in 


Weeks of 
Severance Manufacturing 
ay Finance Trade Utilities Salaried Negotiated 
None .......... 1% 3% 17% 12% 21% SR 
1 1 en ee a 10 67 45 35 66 
yO E ine Noe 1 78 26 31 41 13 
Over 2........ 5 4 7 12 0 


It will be noted that the bulk of plans in the three 
nonmanufacturing industries and in the two manu- 
facturing groups provide either one or two weeks’ 
pay for an employee with only one year of service. 
Major differences include: the predominance of two 
weeks’ pay among the financial institutions; the rela- 
tively large percentage of negotiated plans in manu- 
facturing that provide no benefit at one year of serv- 
ice and the small number here that provide more 
than one week’s pay. 


Five Years of Service 


The differences among the three nonmanufacturing 
industries in the general level of benefits is already 
apparent when the terminated employee has five 
years of service, as shown below. 


Per Cent of Plans in 


Weeks of . 
Severance Manufacturing 
ay Finance Trade Utilities Salaried Negotiated 
2 or less ....70% 38% Q4A% 31% 40% 
One 5 26 3 14 35 
Agee sear 6 5 7 15 5 
5) dae eee 8 26 52 23 1igsR 
Over'6 ......0. ll 5 14 17 25 


For example, a much larger proportion (70%) of 
the financial institutions provide two weeks’ pay or 
less than any of the other groups. Among the latter 


*In each case some plans are omitted because a complete formula 
was not available. 

? Negotiated plans are limited primarily to unionized, hourly em- 
ployees; however, one-quarter of the plans, though in the union 
contract, apply to everyone in the company. Salaried plans are 
nonnegotiated plans that, for the most part, apply to salaried, non- 
union employees; however, about 20% apply to everyone in the 
company. 
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only 24% to 40% give a benefit this small. Similarly, 
the benefits provided by the utilities at five years of 
service are generally more liberal than any of the 
other groups: almost two-thirds of the plans here 
provide better than a month’s pay to an employee 
with five years of service; only 19% to 40% of the 
other groups pay this much. The negotiated plans in 
steel and rubber, however, correspond to the level of 
benefits established in utilities. 


Ten Years of Service 


The pattern of relatively low benefits in finance 
and relatively high benefits among utilities is even 
more marked if an employee has ten years of service 
at termination. 


Per Cent of Plans in 


Weeks of . 
Severance Manufacturing 
Pay Finance Trade Utilities Salaried Negotiated 
2 or less ....59% 29% WM% 25% 26% 
Si Nad eed 11 23 3 17 35 
BED Theisnk: At 9 20 q 23 23 S 
RO hes haa 8 10 23 4l 20 11 
Over 10 ...... 11 5 28 15 5R 


Almost 60% of the plans in finance pay two weeks’ 
salary or less; roughly one-quarter of the plans in the 
other groups pay this low. At the other extreme, 
almost 70% of the utilities provide one week’s pay, 
or better, for each year of service; roughly 20% to 
35% of the plans in the other groups provide a bene- 
fit this large. It will be noted, too, that the pattern 
of benefits in the trade firms follows quite closely the 
benefit levels of the salaried and the negotiated plans 
in manufacturing, other than those in the rubber 
industry. 


Twenty-Five Years of Service 


The benefits provided for employees with ten or 
fewer years of service at termination by the three 
nonmanufacturing industries vary considerably, and, 
inferentially, illustrate the different purposes of the 
plans in the three types of firms. The patterns are 
even clearer when the companies are compared on 
the basis of benefits provided to an employee who has 
spent the bulk of his work career—twenty-five years 
of service—with the company. 


Per Cent of Plans in 


Weeks of > 
Severance Manufacturing 
ay Finance Trade Utilities Salaried Negotiated 
4 or less ...... 65% 40% 21% 33% 46% 
eA) shite 2.8, 4 23 10 13 138 
15 Soiree 6 13 ff 15 jl 
16-240 oT. 6 6 bs] 9 4 
CANOSA pee 7 13 31 18 10 
Over 25 ...... 12 5 98 12 16R 


It is apparent that the plans among the utilities 
are definitely long-service oriented. Nearly 60% pro- 
vide one week’s pay, or better, for each year of serv- 
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ice; in the other groups, most plans give ten weeks’ 
pay or less to the twenty-five-year man. 

In direct contrast, the plans in the financial insti- 
tutions are definitely short-service oriented. Nearly 
two-thirds provide a month’s pay or less, and only 
20% give one or more weeks of pay for each year of 
service. As indicated previously, established practice 
in these companies generally has been concerned with 
short-service employees who are dismissed because of 
personal shortcomings; the majority of these com- 
panies undoubtedly would handle the terminations of 
a twenty-five-year man on a case-by-case basis. 

The pattern of benefits in trade is somewhere be- 
tween these two extremes and is quite similar to the 
benefits provided by the negotiated plans, other than 
those in the rubber industry. Some 60% of the plans 
can be characterized as short-service oriented—plans 
that provide ten weeks’ pay or less, with almost two- 
thirds of these giving a month’s pay or less. About 
18% give a week’s pay or more for each year of serv- 
ice, and an equal number grant more than ten but 
less than twenty-five weeks’ pay at this level of 
service. 

Harwanp Fox 
Division of Personnel Administration 
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Compulsory Temporary Disability Insurance in the United 
States—The characteristics of the four-state temporary 
disability insurance programs now in operation in the 
United States are analyzed, with special emphasis placed 
on the problems that have been encountered. A history of 
state disability insurance in Europe is included, as well as 
the historical background for current United States laws. 
By Grant M. Osborn, Richard D. Irwin, Inc., Homewood, 
Illinois, 1959, 232 pp., $5. 


Prepaid Medical Care and Hospital Utilization—A compari- 
son of the hospitalization experience of two populations is 
presented here. One was a group covered by the Health 
Insurance Plan of Greater New York, which provided 
comprehensive medical care in the doctor’s office, the 
home, or the hospital; services were provided on a group 
practice basis. The other was a Blue Shield group covered 
for surgical and maternity care, with 37% of the persons 
also insured against the cost of in-hospital physician’s 
care. Both groups were covered by Blue Cross for hospital- 
cost protection. The annual hospital admission rate for 
the HIP group was consistently lower than that of the 
Blue Shield group. Among the Blue Shield group, higher 
admissions were found for those with in-hospital medical- 
care coverage than for those with surgical coverage only. 
By Paul M. Densen, Eve Balamuth and Sam Shapiro, 
American Hospital Association, Hospital Monograph Ser- 
tes No. 3, Chicago, Illinois, 1958, 55 pp., $2.50. 


The Work-Study Programs 


Companies and educational institutions are finding it advantageous to cooperate in 
programs that provide alternate periods of work and study for selected individuals 


VERY FOUR MONTHS the Bell & Howell Com- 
pany of Chicago experiences a special turnover in 
personnel. The Republic Aviation Corporation, Long 
Island, New York, and the Minneapolis-Honeywell 
Regulator Company, of Minneapolis, have the same 
experience about every twelve weeks. And the phe- 
nomenon occurs in the same manner at a great many 
other companies throughout the country. 

But these companies are not concerned. The turn- 
over is small; it is expected; and the exact date of its 
occurrence has been known from the time the affected 
employees started to work. 

The turnover is a unique type. All the separated 
employees are college age, and most frequently they 
are interested in engineering. The employees cannot 
be classified as quits because they expect to resume 
employment with the same companies within a limited 
period of weeks. Nor are they being laid off. The turn- 
over, instead, is really a recurring leave of absence. 

Actually, the individuals involved are students who 
earn their college degrees by participating in alternate 
work and study periods. Their participation in these 
plans is a four-to-six-year project. 

This type of education is cosponsored by educa- 
tional institutions in twenty-five to thirty states from 
coast to coast and by industrial and business concerns 
throughout the country.! Bell & Howell, for example, 
cooperates with Northwestern and Purdue Universi- 
ties to provide an educational program for engineer- 
ing students. 

But the school and the company need not be in the 
same area. Republic Aviation (whose program also is 
for engineering students) cooperates with the Uni- 
versities of Detroit and Cincinnati, Northeastern in 
Boston, and Drexel Institute in Philadelphia. 

The Armco Steel Corporation, of Middletown, Ohio, 
has been involved in cooperative education for more 
than forty years. Armco is believed to have been the 
first company outside Cincinnati to cooperate with the 
University of Cincinnati, the school that originated 
work-study plans. Now the company also cooperates 
with the University of Kentucky, Georgia Institute of 
Technology, and Drexel Institute. 


*In some states, more than one college has such a program. In 
Ohio, for example, Akron University, Antioch College, the Univer- 
sity of Cincinnati, Fenn College, and Wilmington College have 
cooperative education programs. 
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The participants in the program of the Clark Bros. 
Co., Olean, New York, are business administration 
majors from Northeastern University, the University 
of Cincinnati, and Drexel Institute and engineering 
students from Georgia Institute of Technology and 
the Universities of Cincinnati and Detroit. 


WHAT ARE WORK-STUDY PLANS? 


Work-study programs were instituted in 1906 at 
the University of Cincinnati! They did not flourish 
during the depression period in the 1930’s, during 
World War II, or during the postwar period when 
veterans used benefits offered under the G. I. Bill. 
But in the past decade they have gained in popularity, 
and increasing numbers of companies are becoming 
interested in cooperative education. 

While these plans had their origin in engineering 
schools and are still predominant in that area, they 
have, in recent years, been instituted in schools of 
business administration and in a few other selected 
areas of specialization. 

Work-study programs are designed to give students 
practical knowledge and experience in the career fields 
they plan to follow. A cooperative education plan has 
been described in a Department of Health, Education, 
and Welfare publication as “an integration of class- 
room work and practical industrial experience in an 
organized program under which students alternate 
periods of attendance at college with periods of em- 
ployment in industry, business or government. The 
employment constitutes a regular, continuing and 
essential element in the educational process, and some 
minimum amount of employment and minimum stand- 
ard of performance are included in the requirements 
for a degree. The plan requires that the student’s 
employment be related to the branch or field of study 
in which he is engaged, and that it be diversified in 
order to provide varied experience. It requires further 
that his industrial work shall increase in difficulty 
and responsibility as he progresses through his col- 
lege curriculum, and in general shall parallel as closely 


>A complete listing of educational institutions that cosponsor 
these programs with business and industrial firms is presented in 
“The College Blue Book,” Christian E. Burckel and Associates, 
Yonkers, New York, 1959. In addition to presenting schools that 
have programs leading to college degrees, this listing shows technical 
cooperative education programs that require only two to three 
years and graduate cooperative education programs. 
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as possible his progress through the academic phases 
of his education.” 

Work-study periods (as pointed out in a University 
of Minnesota brochure) “vary in number and length 
among schools, but to be classed as a cooperative or 
work-study plan, part of the work period should be 
during the academic year. This distinguishes it from 
a program of summer employment only. The indus- 
trial periods are arranged by the school and are ex- 
pected to supplement the student’s academic work. 
The amount of credit, if any, received by the student 
for the industrial assignment varies among schools. 
Under most arrangements, the student returns to 
the same company for all scheduled work quarters, 
although even here all programs do not follow the 
same pattern. One of the characteristics of coopera- 
tive education seems to be the diversity of systems 
used to implement it.’ 

Many of these plans are operated on the two-man 
team principle. One student remains at school studying 
while his alternate team member is working. When 
the latter returns to school, the former takes over the 
job. This arrangement is designed to keep the job 
covered and to avoid leaving the company with an 
unmanned work station during the individual’s school 
periods. 

In all work-study plans, the student trainee, who 
is known as a “coop,” is paid by the company for his 
periods of employment. 


THE WHY OF SUCH PROGRAMS 


Because of the intensified and ever-increasing need 
for highly skilled and trained engineers and for com- 
petent management in the present technological age, 
the half-a-century-old programs of work and study 
appear to be increasing in importance. Technical 
courses of study are becoming so highly specialized 
and theoretical that many educators and business 
leaders fear students may devote four or more years 
to acquiring theory and book knowledge but remain 
unaware of the importance of the human relations 
and economic factors that affect everyday living. 

To offset this contingency, many school adminis- 
trators are creating opportunities for cooperative 
educational ventures with business and industry. They 
believe that supplementing a student’s book knowledge 
with applied job experience and. human relationships 
on a job will make him a better integrated and re- 
sponsible member of society earlier in life. 

Wilmington College, at Wilmington, Ohio, describes 
the objectives of its four-year industrial supervision 
program as being designed: 


“1. To develop a person with breadth of knowl- 


*Henry H. Armsby, “Cooperative Education in the United 
States,” Circular No. 463, United States Department of Health, 
Education, and Welfare, 1955. 

? A. B. Algren, “Work-Study Programs,” University of Minnesota 
Institute of Technology, 1958. 
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edge essential to constructive activity as a citizen 
in the complex world of today. 


“2. To supply certain areas of knowledge and 
skill which are demanded in professional life.” 


One reason that some companies participate in 
these educational programs is to fulfill what they con- 
sider a social responsibility to aid educational institu- 
tions and students. But they also are aware of a direct, 
positive advantage in supporting such ventures. This 
advantage is the strong possibility of acquiring, as 
permanent employees, graduate engineers who have 
trained under their guidance. 

The Minneapolis-Honeywell Regulator Company 
says the objectives of its program are: 


1. To cooperate with the University of Minne- 
sota and other midwestern universities in training 
engineers. 


2. To broaden the knowledge and interest of the 
student so he will become more effective in his field. 


And a company spokesman adds that the company 
hopes a certain percentage of the students that acquire 
this broadened knowledge and interest will select 
Honeywell as the company with whom they will ac- 
cept permanent employment. 

Bell & Howell says that a reason for instituting its 
program was “to help young men obtain the educa- 
tion they wish and also to help supply our company 
with engineering talent needed for progress.” 

Armco Steel’s objective is to have a program which 
will provide a professional man with an “aide” who 
will be qualified by virtue of interest and schooling to 
assist with those aspects of his work which can be dele- 
gated successfully. “If we can accomplish this,” the 
company says, “we will have, upon graduation, a new 
professional employee who is ready to undertake pro- 
ductive work as soon as he exchanges his cap and 
gown for a hard hat and safety shoes. This new em- 
ployee should not need the twelve to eighteen months 
of training the noncooperative graduate requires when 
he comes to us. If we achieve our objective, turnover 
is not a problem.” 

Republic Aviation stresses that the program enables 
the company to acquire not only graduate engineers, 
but engineers who are ready to step into their jobs 
with a full working knowledge of the company and a 
full knowledge of the kind of work they want to pursue 
and for which they are best fitted. 


Advantages for Student 


For the student, the “why” of work-study plans is 
obvious. As a trainee, he receives invaluable experience 
in applying book knowledge to the actual work situ- 
ation. He not only receives academic credit but at the 
same time is paid while he is on the job. If the student 
has to work part time to finance his college career, 
this program answers his need. When on the job, he 
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receives the same wages paid to others for comparable 
work. And since the program of work and study usual- 
ly continues for twelve months, the student does not 
have to search for a job in vacation periods. 

Another advantage to the student is the likelihood 
of an immediate job when he receives his degree. 
Offers usually are forthcoming from the companies 
that have provided employment to the trainees during 
their undergraduate training. 

Such employment is made especially desirable by 
some companies because they classify these student- 
workers as regular employees who are on leave of 
absence during periods of academic study. This custom 
provides the individual with seniority rating should 
he elect to remain with the company—something 
often helpful in determining an employee’s later eligi- 
bility for a company benefit plan. 


NO OBLIGATION ON PART OF STUDENT 


Although companies say their participation in these 
programs is partially motivated by their hope of 
acquiring competent additions to their specialized per- 
sonnel, they also point out that they provide the train- 
ing and work experience to the undergraduates with- 
out any strings attached. Upon receiving his degree, a 
work-study graduate need feel no compulsion to accept 
a job offered him by the company in which he has 
received his work training. 

The University of Minnesota explains that if the 
desired educational values are to be achieved, “it is 
essential that there be no exploitation of the student 
by the employer and that the management and super- 
visory personnel of cooperating companies have knowl- 
edge of and endorse the basic concept of the coop- 
erative plan as an educational program.” 

Bell & Howell comments: “Certainly we like to feel 
that a student will work for us upon completion of his 
formal education. However, there is no agreement 
that Bell & Howell is the best place for him to start 
his career; this decision is his.” 

The Clark Bros. Co. says: “Through this plan we 
hope to encourage and stimulate participation in the 
fields of engineering and business administration and 
to provide our company with a steady influx of gradu- 
ates of this type. We stress, however, that there is no 
commitment on the part of the student to work for 
our company and he is free to accept any employment 
offered to him after graduation.” 


VARIATION IN PLANS 
As pointed out earlier, work-study plans vary in the 
length of the program and in the method of work and 
study alternation. Such details ordinarily are deter- 
mined by the school in accordance with its curriculum 
demands. 
At Bell & Howell, where the quarter-of-a-century- 


? Algren, op. cit. 


old program is confined to engineering students, par- 
ticipants spend five years studying and training before 
they receive a degree. The work periods begin at the 
end of the sophomore year and alternate quarterly 
with class work. A trainee works either winter and 
summer quarters (the terms begin early in January 
and early in June) or spring and fall (starting at the 
end of March and in the middle of September) . 

During the first five quarters of work, the students 
are assigned duties that will familiarize them with the 
company and its operations. The particular duties 
assigned are related to the individual’s field of interest, 
whether it is electrical, mechanical, or some other type 
of engineering. In the sixth quarter, the student is 
assigned to the field which he hopes to pursue after 
receiving his engineering degree. 

At the Minneapolis-Honeywell Regulator Com- 
pany, D. W. Onan & Sons Inc., and other companies 
cooperating with the University of Minnesota, student 
trainees do not begin work until after three years of 
regular college class work. Work periods consist of 
four quarters during the last two years of the five-year 
program. (Since the university conducts classes on a 
quarterly rather than on a semester basis, the coop- 
erative-program periods match the school’s regular 
curriculum schedule.) 

Originally, the Minnesota plan started the student 
in work periods at the end of his sophomore year. But, 
according to the university’s institute of technology, 
a weakness of the earlier program was the lack of 
preparation by the student before his first industrial 
assignment. Because the trainee usually was first as- 
signed to some mediocre job “that did not meet the 
basic concept of the work-study program,” and be- 
cause the “trend in engineering education has been 
increased emphasis on fundamentals and decreased 
emphasis on courses that tend toward the vocational 
type of training,” the work-period program was de- 
layed another year. 

While working for the Minnesota companies that 
cooperate with the state university, the trainees also 
must complete a three-credit correspondence course. 
The school’s reasons for this requirement are that such 
a course: (1) affords the student an opportunity to 
develop study habits apart from the formalized meth- 
od of classroom instruction; (2) makes easier the 
adjustment between the industrial assignment and 
school; and (8) facilitates a more intensified technical 
program during school quarters.’ 

Trainees at Republic Aviation also must complete a 
five-year term of study and work before earning their 
engineering degrees. But here the work periods begin 
at the end of the freshman year and continue at 
twelve-week intervals until the last school semester, 
which usually is spent entirely in classes. 

The Reliance Electric and Engineering Company 


1 Algren, op. cit. 
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cooperates with Fenn College in Cleveland to sponsor 
a four-and-one-half-year program for engineering stu- 
dents. The first nine months are spent in school. 
Thereafter, work and study are alternated every three 
months. 

When a company cooperates with more than one 
school, it may have more than one system of work- 
study in effect because of the variations in programs. 
This situation requires a somewhat complicated and 
detailed bookkeeping system. A company with a 
varied system is IBM, which participates in the co- 
operative program of more than a dozen schools 
throughout the nation. 

Armco Steel’s trainees from the University of Cin- 
cinnati attend school from September through April 
of the first year and then alternate work and study 
periods at eight-week intervals. But the company must 
adjust its work schedule also to coops from other 
schools which have different schedules. 

At the Clark Bros. Co., students from Georgia In- 
stitute of Technology begin work almost immediately 
after the first term in school but their entire senior 
year is spent in the classroom. On the other hand, 
students from the University of Cincinnati who work 
for Clark Bros. do not begin work before April of 
their freshman year and they have a shorter period of 
senior year schooling. 


Unique Plan at Wilmington 


Probably the most unusual of the plans is that in 
which The Randall Company and Wilmington College, 
Wilmington, Ohio, cooperate. Here, the students work 
one day and attend school the next. 

Such a program was made possible ten years ago 
when The Randall Company of Cincinnati built a 
plant in Wilmington for the purpose of instituting a 
cooperative educational plan with the college. The 
project was promoted by the Cincinnati Industrial 
Institute, a management group of more than 175 
Cincinnati industries, to educate young men for posi- 
tions as supervisors in small industries. 

The college course for future supervisors includes a 
general course of study that: (1) touches on liberal 
arts as well as science courses (Wilmington College 
has no engineering school); (2) places emphasis on 
student participation in extracurricular activities as a 
means of developing leadership qualities among the 
would-be supervisors; (3) provides periods of work 
in plant production that give the student a general 
knowledge of industrial processes. The courses all 
require four full years, including all summer sessions. 

Because The Randall Company provides more jobs 
than there are industrial supervision majors (ninety 
are enrolled in that course this year), the work-study 
program has been extended to other areas—industrial 
arts education for teacher training, liberal arts, and 
technical education. Some women students are en- 
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rolled in these programs. As a result, about 45% of the 
total 700 Wilmington College students are cooperative 
workers. 

In the ten years of the plan’s existence, the only 
layoffs that have affected students include a six-week 
period for night-shift workers and a week’s layoff of 
nine daytime workers. (All students serve their terms 
in both day- and night-shift work.) 

Although the program was instituted to benefit 
small companies, graduates are now being hired by 
larger companies as well. 


SELECTING, PLACING, AND TRAINING STUDENTS 


Students who participate in work-study programs 
are carefully screened and must have high scholastic 
records. In many cases the responsibility for choosing 
a student rests primarily with the school. This is espe- 
cially true where the schools and companies are not 
located in the same area. The Republic Aviation Cor- 
poration in New York State, for example, has three 
midwestern universities among its cooperators. The 
company finds it satisfactory and more convenient to 
accept the schools’ recommendations than to send a 
company representative to interview the students or 
to bring them east. 

On the other hand, Bell & Howell’s candidates are 
not far distant, so they are interviewed by the com- 
pany’s director of training and communications and 
by two members of the cooperative program’s ad- 
visory board for the company (both are former work 
students) . 

Proper placement of the student trainee is im- 
portant in fulfillmg the objectives of cooperative edu- 
cation. In order to place the individual in a job he 
likes and can perform well in, companies may encour- 
age students to try various areas of specialization 
within their general fields of study. Then they usually 
watch the work performance of the trainees, prepare 
evaluation rating reports for the schools, and also 
keep abreast of the academic status of their trainees. 

A sentiment typical of most schools that participate 
in these programs is expressed by the University of 
Minnesota as follows: 


“Educational and training values must be the para- 
mount consideration in the placement of students. Each 
job assignment should yield educational values, be related 
to the student’s field of study, and supplement and vitalize 
his theoretical instruction. . . . Such factors as wages, 
convenience of location or transportation, working condi- 
tions, and personal preferences of the student must yield 
to educational values. Above all, the student must be 
inspired to make the most of his work experience. He 
should gain not only technical knowledge, but also social 
and economic knowledge which will tend to make him a 
more valuable and capable citizen.” 


1Some other local industries have entered the program in recent 
years, but all together they employ only 15% of the employed 
student body. 

? Algren, op. cit. 
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Armco Steel's Belief 


The attrition rate in a cooperative education pro- 
gram is directly related to the care given to selecting 
and placing trainees, Armco Steel Corporation finds. 
This company’s forty-year-old plan is typical of those 
in various companies. Its student coops usually num- 
ber about fifty and the overwhelming majority of 
them—about 95%—plan technological careers in 
chemistry, physics, and engineering. The remainder 
are business administration students. 

Like most other participants in cooperative educa- 
tion, Armco sets high standards which the school must 
meet in selecting students. When possible, candidates 
are interviewed personally by a company representa- 
tive. The company prefers to have coops on a two-man 
team basis but will not pass up an outstanding student 
merely because a “partner” is not immediately avail- 
able. 


Republic Aviation's System 


At Republic Aviation a student may select one of 
four engineering fields for his occupational training. 
These fields are: aeronautical, mechanical, electrical, 
and civil. Specialized areas within these four major 
fields are: flight-test engineering, structure engineer- 
ing, weights, electrical tests, aerodynamics, thermo- 
dynamics, design requirements and design, safety, and 
reliability. The company encourages the students to 
take different assignments during their training peri- 
ods so they will know definitely which field interests 
them most. 

The supervisors of the various departments are well 
oriented to the work-study plan and have specific 
duties outlined for the student workers. A representa- 
tive of the personnel office in the engineering section 
is the coordinator. He serves also as a counselor for 
the students. 

The student is eligible for promotions after a certain 
amount of schooling and training. Such promotions 
are not automatic, however; they must be earned. In 
the first year of work, the student is an engineering 
aid. Promotions after that are as follows: second year, 
senior engineering aid; third year, engineering as- 
sistant; after graduation, a full engineer. 

Currently, there are twenty trainees (or ten two- 
man teams) at Republic Aviation. Six will graduate 
in June, 1960 and will be replaced by six new trainees. 


The System at Clark Bros. 


Students for the work-study plan of the Clark Bros. 
Co. are chosen through a scholarship selection plan. 
High school graduates in the area served by the com- 
pany are referred by the vocational guidance people in 
the high schools. A company committee evaluates the 
applicant’s school record, his recommendations, and 
the impressions he makes during personal interviews. 

Twenty persons in ten teams of two usually partic- 


ipate in the plan each year, and all of them (with 
rare exceptions) are on scholarships. The twenty per- 
sons comprise two-man teams so that ten individuals 
actually are with the company at one time. A student 
receives his first scholarship award ($500) the first 
September of the program and the balance in each 
September of the following years. In addition, he is 
paid for his working hours. 

The placement and training program for an engi- 
neering coop usually is a system of job rotation in the 
following departments: foundry, reciprocating engine 
and compressor assembly, gas turbine and compressor 
assembly, welding, tool rooms, industrial engineering, 
drafting, experimental, and application. engineering. 
The departments in which a business student receives 
practical training are: timekeeping, general account- 
ing, cost accounting in two plants, production control, 
industrial engineering, budget planning, and purchas- 
ing. The final assignment is in the department of the 
coop’s choice. 


Cleveland Company's Plan 


The Reliance Engineering and Electric Company, 
of Cleveland, also conducts its work-study plan as a 
scholarship project. To be eligible, a student must: 
(1) be a graduate of a high school in either the Greater 
Cleveland area or in the area around the company’s 
division in Ashtabula, Ohio; (2) need financial aid to 
undertake the study of engineering in college; (3) be 
unmarried and living at home; (4) be in the upper 
scholastic third of his high school class; (5) meet the 
standards for entrance to Fenn College School of 
Engineering; (6) be interested in obtaining a degree 
in electrical, mechanical, or industrial engineering. 

The applicant must also pass a group of tests under 
the supervision of Reliance’s personnel department. 
Final selection of up to eight students each year is 
made by a committee composed of two company repre- 
sentatives and three Fenn College faculty members. 

Since the plan operates on a scholarship basis, the 
company pays for the student’s tuition, fees, and 
books for the first year. Thereafter, the grant covers 
three-fourths of these expenses. The student earns the 
remainder of school costs during his employment at 
the company in ninety-day intervals, beginning at the 
end of his freshman year. 


Training at Minneapolis-Honeywell 


Each student is offered a completely new assign- 
ment every new quarter in which he works at the 
Minneapolis-Honeywell Regulator Company. The 
trainee has a voice in the selection of work and the 
company says it is usually able to give him the assign- 
ment of his choice. Under this arrangement, by the 
end of four quarters of work, the student receives a 
broad basis of understanding of the engineering field 


(Continued on page 39) 
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Utility and Subcontractor on Same Premises 


ANY COMPANIES throughout the country 

subcontract jobs on a piece-work pricing basis 

to workshops manned by handicapped persons. 

Through this subcontracting, companies get work per- 

formed at the same cost as in their own plants, and at 

the same time they provide employment and work 
training for handicapped persons. 

An unusual practice, however, is for a company to 
assume the role of landlord to its subcontractor and 
to provide space for a workshop on its own premises. 
Such an arrangement exists at the Detroit Edison 
Company. Every handicapped person who is em- 
ployed in the workshop on the utility company’s 
premises is hired by and responsible to one of two 
employers, the Goodwill Industries of America or the 
Detroit League for the Handicapped. 

These two agencies are the subcontractors for De- 
troit Edison. They are charged rent for the space 
provided them on the company’s premises. The League 
for the Handicapped has had contracts with the utility 
company since 1941 and at present has twenty handi- 
capped persons performing jobs such as wire splicing 
and reclaiming, sorting and reclaiming line hardware, 
cleaning insulators, and repairing and reclaiming 
lightning arresters and potheads.? 

Forty employees of the Goodwill Industries (which 
has subcontracted for the work since 1948) repair 
distribution and street-light transformers, street- 
lighting equipment and fuse carriers, and grade scrap. 
They also perform other lesser tasks. 

The handicapped employees work a full eight-hour 
day. Whenever possible, handicapped persons are also 
given the supervisory jobs. Originated primarily to 
provide work for arrested tuberculosis cases, the pro- 
gram now includes persons with orthopedic difficulties, 
cardiac conditions, impaired or no eyesight, and im- 
paired or no hearing. Wages range from $1 to $1.75 
per hour. 

Since the workshop is an entirely different company 
from Detroit Edison, its handicapped workers are not 
eligible to participate in Edison employee services 
such as medical facilities and recreational activities. 

All workshop operations are done on a piece-work 
pricing basis established by Detroit Edison. The com- 
pany finds the work of satisfactory quality and the 
arrangement economically sound. In fact, salvage 
material reclaimed in some of the job work, according 
to the company, nearly equals the cost of the con- 


1 A pothead is the joint between two pieces of high voltage under- 
ground cable or between underground cable and overhead wire. 
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tracts. During the time the program has been in effect 
the total value of contracts has reached nearly three- 
quarters of a million dollars. 

Since subcontracting is on a piece-work basis, the 
production rate of the handicapped group does not 
affect the job cost to the company. But the company 
has observed that the performance of these handi- 
capped individuals is generally equal to or even better 
than the work of any group of average employees.! A 
company spokesman comments: 


“When we originally started this program we thought 
there would be many limitations on the people who could 
be employed on our type of work. But we soon found that 
the desire of these persons to be useful was a driving 
force that virtually minimized their disabilities. Today we 
believe that almost all types of disabled persons can be 
gainfully employed on our work.” 


Time studies show that twenty-eight repairmen pro- 
duce an average of 6,000 repaired irons a month. A 
ten-man transformer crew repairs forty to fifty trans- 
formers each day. 


Agencies Also Carry on Other Work 


The contracts between Detroit Edison and the 
Goodwill Industries and between the utility and the 
League for the Handicapped do not prevent these 
agencies from subcontracting work from other Detroit 
companies and carrying on their usual activities (such 
as repair of household items for resale) . 

The work performed by these agencies on their own 
premises is similar to that done in many (estimated at 
hundreds) workshops throughout the country. In such 
cases the term “sheltered workshop” is frequently 
given to the work sites of these groups because they 
are commonly subsidized, at least in part, by com- 
munity chest fund groups or other organizations, or by 
private individuals. They often become a source of re- 
habilitation for persons preparing to become full-time 
workers in business and industry. 

In contrast to these “sheltered” workshops, how- 
ever, the group working in the shop on Detroit Edi- 
son’s premises is a completely self-supporting unit 
manned by handicapped persons who usually are able 
to produce as well as any group of average workers. 
They are, nevertheless, employed by the same agencies 
that run the sheltered workshops.——D.M.T. 


1Similar observations are made by many companies that have 
handicapped persons on their own payrolls. See “The Company and 
the Physically Impaired Worker,” Studies in Personnel Policy, 
No. 161. 


Family Budgets for Two Cities 


HE ANNUAL fall repricing of the Heller Com- 

mittee budgets for families at two income levels in 
the San Francisco Bay area has recently been pub- 
lished.1 Similarly, budget costs for New York City 
families have been updated and made available by the 
Community Council of Greater New York.? 

The level of living that the Community Council 
budget has been designed to provide corresponds to 
the “modest but adequate” standard of the Bureau of 
Labor Statistics’ City Worker’s Family Budget, which 
was developed in 1947. The Heller Committee de- 
scribes the level of living aimed at in its budget as the 
“sum of those goods and services that public opinion 
currently recognizes as necessary to health and reason- 
ably comfortable living.” 

Table 1 compares the composition and the costs of 
the New York and San Francisco budgets for a family, 
composed of a wage earner, housewife, boy of thirteen 
and a girl of eight, that rents its home. As can be 
seen, the total of all items in the Heller Committee 
budget exceeds the Community Council budget by 
$1,400—$1,200 of this for extra goods and services 
and $200 for taxes on the larger income needed to 
purchase these goods and services. 

While it is slightly more expensive to live in San 
Francisco than in New York City, higher prices ex- 
plain only a small part of the higher budget costs. 
Another small part may be attributed to different 
customs in the two areas. Rentals in New York City, 
for example, include a range for cooking and a re- 
frigerator, so there is no need to provide an allowance 
for purchase of these two appliances. This is apparent- 
ly not so in the San Francisco area, as the house- 
furnishings category of the Heller Budget includes 
both. 


WHY THE COSTS DIFFER 


The chief reason for the higher cost, however, is that 
the Heller Committee budget provides a more com- 
fortable level of living—it covers some items not in- 
cluded in the Community Council budget, and it 
allows for a greater quantity of other items that are 
included in the latter. The Heller Committee wage 
earner owns an automobile and a television set; he is 


*“Quantity and Cost Budgets for Two Income Levels,’ The 
Heller Committee for Research in Social Economics of the Univer- 
sity of California, Berkeley, California, September, 1959. 

*“Annual Price Survey and Family Budget Costs,” 
munity Council of Greater New York, October, 1959. 


The Com- 


16 


permitted to indulge modestly in alcoholic beverages; 
and his family has an allowance for a one-week vaca- 
tion away from home. The Community Council wage 
earner has none of these amenities. 

Although the food allowance—by far the largest 
item in the two budgets—and the amount provided for 
housing are only slightly higher for the San Francisco- 
area family, really substantial differences in the two 
budgets can be noted for the medical care allowance 
($527, San Francisco; $299, New York), transporta- 
tion ($587, San Francisco; $166, New York), and 
recreation, etc. ($467, San Francisco; $291, New 
York). 

The same level of living as shown below in the 
Community Council budget for the “traditional” 
family of four is also available for families of different 
size and composition. Although designed chiefly for 
the use of social and health agencies in New York City 
as a basis for establishing equitable fee scales and to 
determine eligibility for free service, these budgets 


Table 1: Annual Costs of Two Budgets 
for a Family of Four 


Heller Committee Community Council 
1 


Item Budget Budget? 
Booed) i cia Cie a ie wo $1,757 $1,568 
Alcoholic beverages ........... 57 Re 
Cloth gn sea ere cn cere rete 489 507 
Hotsing iF. oe Baa ee 780 Weds 
Household operation .......... 167 226 
Housefurnishings .............. 223 112 
TT rAMSPORtALIONGE sire hy or nec ce 587 166 
Medical carey. iy SRL a 527 299 
Personal :eare) j.°3 heck 8 Gosia ohne 115 114 
Recreation, education, 

communications, tobacco ..... 467 291 
Tate ansurancel: emer cnn: pete 119 70 
Union dunes sees alesis 63 42 
Gifts, contributions, and 

miscellaneous ............... 108 125 
Total, all goods and services . . .$5,460 $4,277 
Federal OASDI ............... 120° 144” 
State disability imsurance ...... 30 16 
State income tax gs... 40u:2 jase 15 Ql 
Federal income tax ............ 646 390 

Totaliscostie 4! es sures $6,271 $4,847 


Note: The budget family in both cases is composed of a wage earner, house- 
wife, boy thirteen, girl eight. 

1 Prices for the San Francisco Bay Area, WA of September, 1959. 

2 Prices for New York City, as of October, 

a Maximum OASDI contribution effective in 11059. 

» Maximum OASDI contribution effective as of January 1, 1960. 

Sources: The Heller Committee for Research in Social ‘Economics, Uni- 
ay of California; The Community Council of Greater New 

ork. 
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Table 2: Weekly Costs of the Community Council 
Budget for Two Types of Couples 


Middle-aged 
Couple Elderly 
(Employed Husband Couple 
Item and Housewife) (Retired) 
ood) tig. -tonee es a cla $19.20 $14.20 
Food at home .............. 14.95 14.20 
Lunches at work............. 4.25 Ay 
Clothing el earcmeucaieste cose 5.20 2.95 
IOUSING Seon mee ieee siete 18.85 18.85 
Household operation .......... 1.20 1.20 
Housefurnishings ............. 1.50 1.50 
@ransportation "45. /!4;.'5 2 2.60 1.10 
Pow workiadineks Rods tee eh 1.50 + 
Otherel eran cca speek 1.10 1.10 
EediCAl iN CATe Gee's sieiaiecc = siete crerors 3.45 8.45 
Pérsonal ‘care 2230. Sa. 1.45 90 
Recreation, education, 
communications, tobacco .... 4.10 4.10 
Life insurance ................ 1.10 
Union iduessi 779. sis Scia. 3.s 80 
Gifts, contributions, 
and miscellaneous .......... 1.65 1.30 
Total, all goods 
and services ............. 56.10 44.55 
FICA & disability ins. ........ 2.30 38 
N. Y. State income tax ....... 40 
Federal income tax .......... 7.25 
Total including taxes: Week 66.05 44.55 
Year 3,435 2,317 


Source: The Community Council of Greater New York. 


provide information of wider interest. For example, a 
question often asked Tue Conrerence Boarp is how 
do the budget costs for a retired couple compare with 
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the budget costs for a couple just prior to the hus- 
band’s retirement. 

This comparison, derived from a price survey made 
by the Community Council in October, 1959, is given 
in Table 2. The weekly cost of goods and services, as 
can be seen, is $56.10 for a middle-aged couple where 
the husband is at work; goods and services for the 
retired couple amount to $44.55. The absence of pay- 
roll taxes and the special income-tax exemptions avail- 
able to persons sixty-five and over mean that the 
retired couple’s tax bill is zero, whereas the middle- 
aged couple pay almost $10 a week in taxes, bringing 
their total costs to $66.05. Over-all, therefore, the cost 
of the weekly budget for the retired couple is $21.50, 
or almost one-third lower than the cost for the middle- 
aged couple. 

It should be noted that the differences in expendi- 
tures of the two types of couples are limited to food, 
clothing, personal care, and occupational expenses of 
transportation, lunches at work, and union dues. 
There are likely to be other differences, but it is diffi- 
cult to measure them. Medical costs, for example, are 
probably understated for the elderly couple, as the 
allowance for this item assumes coverage by group 
hospitalization—a coverage, it is estimated, that a 
minority of retired people have. 

A fuller discussion of family-budget concepts and 
an appraisal of the appropriateness of the use of family 
budgets in wage determination may be found in 
“Preparing for Collective Bargaining,” Studies in Per- 
sonnel Policy, No. 172. 

Miriam I. Civic 
Division of Economic Studies 


Management Bookshelf 


Work Measurement in the Office—This book, one of a 
NOMA series in office management, describes in detail 
how to measure and set standards for office work. Tech- 
niques discussed include time study, predetermined time 
standards such as MTM and work factor, and work 
sampling. Also included is a discussion of the application 
of incentives in the office. By Elmer V. Grillo and Charles 

_J. Berg, Jr.. McGraw-Hill Book Company, Inc., New 
York, New York, 1959, 186 pp., $5.75. 


Working Wives—This monograph presents the findings of a 
survey of facts and opinions concerning the gainful em- 
ployment of married women in Britain. What makes a 
growing number of married women go out to work? Do 
they suffer from the strain of overwork and dual responsi- 
bility? How do husbands feel about their wives’ gainful 
occupations? What provision, if any, do working mothers 
make for their children while they themselves are out at 
work? Answers to these and other questions are given in 
this study, which is based on interviews with more than 
2,000 men and women. 
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Dr. Klein’s survey is not intended to make a case for or 
against the employment of married women but to set out 
the facts of the present situation in Great Britain and to 
record people’s attitudes. Her research into this relatively 
new but evidently lasting feature of the modern economy 
covers married women in all spheres of employment. By 
Viola Klein in cooperation with Mass Observation Ltd., 
Institute of Personnel Management, London, England, 
1959, 63 pp. 7s. 6. 


Managing Geographically Decentralized Companies—This 
is a “how to” book written by a professor at the Harvard 
Business School. It is designed for the top manager of the 
geographically decentralized firm who would “like to know 
more about the experience of other companies faced with 
the same or similar problems.” It includes many ease his- 
tories and attempts a clear and concise statement of the 
organization principles underlying decentralized operations. 
By George Albert Smith, Jr., Harvard University Graduate 
School of Business Administration, Boston, Massachusetts. 
1958, 185 pp., $3.50. 


Managements Reappraise Their 
Travel Restrictions 


HE increasing need for executive travel and the 

recent rash of tragic air accidents are causing 
some managements to take a new look at travel re- 
striction practices. The renewed interest has not neces- 
sarily resulted in the establishment of specific travel 
restrictions, but it is reportedly causing managements 
to become more conscious of the need to avoid large 
travel groups. This is the general conclusion that can 
be drawn from a recent survey of 275 manufacturing 
companies. 

Although most cooperating companies indicate a 
growing awareness of the hazards of allowing execu- 
tives to travel as a group, they are reacting differently. 
Some companies have imposed no restrictions of any 
kind on group travel. Others have asked executives to 
use good judgment in the matter but have refrained 
from specifying any definite restrictions. A third group 
has imposed definite rules on group-travel practices. 


REASONS FOR NO TRAVEL RESTRICTIONS 


Over half of the companies participating in this 
month’s survey have no specific restrictions regarding 
group travel by executives, although many such com- 
panies expect sound judgment to be exercised when 
the need for group travel arises. 


Confidence in Safety of Air Travel 


Lack of concern over the absence of air travel re- 
strictions is not the result of a callous attitude or 
disregard for the welfare of the individual, according to 
executives who deemphasize the hazards of air travel. 
Their confidence in the safety of air travel and the 
resulting lack of interest in group-travel restrictions 
are based on the belief that the over-all safety record 
of commercial aviation has been good in relation to 
other forms of transportation. 

Executives of cooperating companies advance a 
variety of other reasons for not having restrictive 
travel policies or procedures, such as 


e Restrictions are hard to administer 

e Exercise of common sense is better than definite 
restrictions 

e Adequate travel accident and life insurance is 
provided for key executives 

e Key men are adequately “backstopped” in the or- 
ganization 

e We are “fatalists” 
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Exercise of Judgment 


Lack of travel restrictions does not necessarily imply 
a total disregard for the hazards of executive group 
travel. Almost one-fourth of the 159 companies with- 
out travel restrictions specifically mention that execu- 
tives are urged to exercise common sense and good 
judgment when making travel arrangements. In some 
instances, the traffic manager is alerted to the inad- 
visability of group travel so that he can avoid schedul- 
ing several executives on a common carrier. 


GROUP-TRAVEL RESTRICTIONS 


Forty-two per cent of the 275 cooperating com- 
panies, however, do employ some form of definite 
restrictions on group travel. Of the 116 companies with 
such policies or practices, thirty-four (29%) state that 
written guides are employed, while sixty-three have 
“generally understood” travel restrictions. Nineteen 
companies did not indicate whether or not restrictions 
are in written form. 


Personnel Affected 


Travel restrictions generally apply to key personnel 
of the parent company with a written stipulation that 
divisions and subsidiaries are to establish similar 
policies or procedures. In some instances restrictions 
apply to “all employees using air transportation.” 

Companies usually indicate the employees who are 
subject to travel restrictions by some general designa- 
tion, such as “all management personnel,” “the cor- 
porate staff,” “officers and major department heads,” 
or “all executives at level of vice-president or above.” 
When restrictions are in writing, cooperating compa- 
nies sometimes follow such general designations with 
explanations of, for example, what positions are in- 
cluded in the “corporate staff.” 

The number of executives that may travel as a 
group is usually defined in one of two ways. One is 
simply to state that no more than a specified number 
of all employees covered by the restriction are to travel 
in the same carrier. The second and more explicit way 
is to establish a separate-numbers restriction for each 
of several levels of management. 


Restriction by Number of Employees 


A blanket restriction on the number of employees 
that may travel as a group is most commonly found in 
companies that have informal or generally understood 
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travel restrictions. The limitation ranges from one to 
five executives on any one carrier, two or three being 
the most commonly mentioned number. Some liberal- 
ization of group-travel size is reported by two com- 
panies that have recently raised the limit from two to 
three executives on the same flight “in order to make 
possible business discussions while traveling.” 

The following are typical policies of companies that 
apply a single numbers restriction to all group travel 
activity: 

e No more than two members of the management 

group 

e No more than three or four executives on any one 

flight 

e No more than two of our corporate staff and 

group vice-presidents on the same flight 


Restriction by Management Levels 


A second practice commonly (although not exclu- 
sively) found in written travel procedures is to impose 
restrictions on the size of travel groups that vary 
according to the title of the executive or the level of 
management. The purpose of such practice is (1) to 
provide extra group travel precautions for top execu- 
tives, (2) to avoid having specific key individuals on 
the same carrier, and (3) to provide greater flexi- 
bility in travel restrictions for other management 
personnel. 


FORMS OF TRANSPORTATION COVERED 


Travel restrictions apply mostly to air transporta- 
tion, according to the 116 cooperators that have con- 
trols on group travel by executives. Less than 10% of 
the group report any restrictions on travel by car, bus, 
or train. 

In some instances air travel restrictions specify 
flight conditions and the type of aircraft used. Such 
restrictions apply to executives traveling singly or in 
groups. Typical are the following statements taken 
from written company policies or procedures: 


e All flights are to be on common carriers 

e The company does not approve of business travel 
by chartered plane 

e The company does not approve of business trips 
by private plane whether owned or rented by the 
individual 

e No member of the operating committee will fly in 
a single engine aircraft under instrument flight 
conditions 


Companies that restrict the type of aircraft occa- 
sionally make an exception “when travel on a plane 
owned by another company or a customer is deemed 
advisable in carrying out one’s job assignment.” 

One industrial machinery company has recently 
liberalized its restriction on the type of aircraft to be 

used. An executive of the firm writes: “We have 


JUNE, 1960 


19 


liberalized our position slightly, permitting our officers 
and directors to use chartered private airlines in cer- 
tain areas and under certain conditions.” 

Several companies comment on their lack of other- 
than-air travel restrictions as being inconsistent in 
view of the statistics that indicate that train and auto- 
mobile travel are equally or more hazardous than air 
travel. 


RESPONSIBILITY FOR ENFORCEMENT 


Enforcement of travel restrictions whether written 
or simply understood is generally a matter of indi- 
vidual responsibility, according to the cooperators that 
have travel restrictions. Written statements, however, 
commonly designate some individual as being re- 
sponsible for the interpretation of restrictions and the 
granting of exceptions to established travel practices. 
Executives mentioned as having such responsibility 
include the chairman of the board, president, execu- 
tive vice-president, and “any member of the executive 
committee.” 

In addition, some written statements specify that 
each officer is expected to apply the established travel 
restriction “in the areas for which he is responsible.” 
Traffic departments are generally expected to control 
adherence to travel restrictions when transportation 
arrangements are commonly channeled through such 
departments. 


Degree of Enforcement 


Most cooperating companies that have travel re- 
strictions report no difficulty with enforcement be- 
cause the reasons for the restrictions are understood 
by executives who observe them as a matter of good 
judgment. Of sixty-one companies that commented on 
enforcement, twenty-five report rigid enforcement and 
ten state that, while enforcement is intended to be 
rigid, some exceptions occur. The president of a chem- 
ical company writes: “We enforce the restrictions 
rigidly as far as important executives are concerned, 
but we do not have rigid enforcement on the lower 
echelon although these executives have been made 
aware of the company policy.” 

Twenty-six of the sixty-one companies commenting 
on enforcement report that travel restrictions are not 
rigidly enforced. Comments range from “no routine for 
enforcement” and “waived if inconvenient” to “gen- 
erally observed” and “informal but effective.” The 
policy statement of a rubber company reads: 


“Tt will be noted that these (travel practices) are recom- 
mendations rather than requirements—there may be indi- 
vidual instances when we are justified in making exceptions 
to these recommendations but it should not be the practice 
to ignore them.” 


Cari G. BauMES 
G. Cuark THompson 
Division of Business Practices 


Briefs on 


Work Force of the Future 


During the next ten years, another 13.5 million 
employees will be added to the American work force, 
according to the Bureau of Labor Statistics. The addi- 
tion (4.5 million more than the 9 million increase of 
the last ten years) reflects the ascending birth rate of 
the Forties and early Fifties. 

A sizable portion of the projected increase is likely 
to represent white collar workers. Right now there are 
considerably fewer unskilled workers than there were 
twenty years ago, even though the total labor force 
showed nearly a 30% growth during the intervening 
years. Over the same period, by contrast, the number 
of professional, technical, and managerial workers al- 
most doubled. Expectations are that, between 1959 
and 1970, another 5 million (about 37% of the total 
projected increase) will enter the professional, tech- 
nical, and managerial work force. 

These and other economic projections with regard 
to the decade just begun are contained in “Economic 
Growth in the 1960’s,” a chart survey prepared for 
the 44th Annual Meeting of Taz Conrrrence Boar. 


Community Survey Reveals Scarcity of Industrial 
Medical Services 


The managements of a high percentage of manu- 
facturing firms in the Columbus, Ohio area do not ap- 
pear to be aware of the values of occupational health 
programs. And the lack of sound policies and practices 
in preventive medical services in industry in that area 
is contributing to high workmen’s compensation costs. 

These are the conclusions of the Metropolitan 
Health Committee of the United Community Council 
in Columbus. The committee has published a report 
on occupational health services in Columbus based on 
questionnaire returns from 242 local manufacturing 
companies of all sizes. (The report points out that 
Columbus, the third largest city in Ohio, has had a 
growth rate faster than that of the state of Ohio and 
has added more persons to its total population than 
any other city in Ohio in the period from 1940 to 1950. 
A similar trend is indicated for the following ten-year 
period.) 

On the basis of the survey results, the committee 
recommends that an active educational program on 
the scope and objectives of occupational health serv- 
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ices be conducted among management, medical, and 
nursing groups. 

The survey shows that in the 242 companies there 
are: (1) six full-time, fifteen part-time, and 126 on-call 
physicians; (2) twenty-five full-time, two part-time, 
and five on-call nurses; (3) eighty-three dispensaries 
or first-aid quarters; and (4) fifty-two safety engi- 
neers. 

Eighty, or 33%, of the 242 firms have pre-employ- 
ment physical examinations. Forty-four, or 18.1%, of 
the companies provide periodic physical examinations, 
but in only eight companies are as many as 96% to 
100% of the employees examined. In twenty-two of 
the companies, less than 50% of the employees are 
examined periodically, and in fifteen of that group, 
the percentage of employees examined is 19% or less. 


Company Scholarship Program Pays Off 


The Lockheed Aircraft Corporation of Burbank, 
California has set up a leadership fund that awards 
twenty scholarships each year to promising young 
Americans. These scholarships, which provide paid 
tuition and $500 per year expense money for a full 
four years of college, are divided into a two-part pro- 
gram. One part of the program awards fifteen scholar- 
ships (ten in engineering, five in business and science) 
on a national basis; applications for these can be made 
immediately to the director of admissions of any one 
of the fifteen prominent colleges participating in the 
program. The other part of the program awards five 
scholarships to the sons and daughters of Lockheed 
employees who have been with the company at least a 
year; applications for these are made to the fund’s 
selection committee in Burbank. All applicants must 
be high school graduates; but those eligible as children 
of Lockheed employees may apply for scholarships 
under either part of the program. 

How successful the program has been to date is 
shown by the following findings of a recent survey of 
the first forty-four students graduating under the 
“national” portion of the plan: 


e Grade point average for all forty-four students 
during their junior and senior years was 3.25 out of 
a possible 4.0, the equivalent of a B+ or A—. 

e Of the forty students for whom further records 
are available, 85% received academic honors; 40% 
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were elected to membership in one or more profes- 
sional or honorary societies; 76% participated in 
one or more social or religious activities; 68% were 
active in school government; and 60% took part in 
organized sports. 


A similar survey of the first thirteen students gradu- 
ating under the “sons and daughters” portion of the 
plan revealed a comparably high level of scholastic, 
social, civic, and athletic achievement. 


Seven-Cent Club Dues 


Surely the lowest dues for membership in an em- 
ployees’ association are those paid by the members of 
the Selfridges staff social club in London, England. 
Employees over eighteen years of age pay sixpence a 
week for membership (younger employees pay only 
threepence) . Sixpence is the equivalent, in American 
money, of seven cents. 

Selfridges is a large department store, founded by 
an American. It maintains a three-story clubhouse in 
London’s exclusive Mayfair section for the use of club 
members. Lounges, a library, concert room, cocktail 
bar, snack bar, and rooms for billiards and table tennis 
are provided, as well as “changing rooms with ironing 
facilities” where girls can don festive frocks for dinner 
or the theater. 


Special Issue Devoted to Good Citizenship 


A special edition of The ALCOA News recently was 
devoted entirely to the subject of political participa- 
tion. 

The editor gave this explanation: 


“Industry and science can flourish only under a stable 
government, and individual freedom can be maintained 
only under a government devoted to justice. Government 
of this sort is determined in a large measure by the per- 
sonal integrity of the men and women who serve as our 
public officials. 

“They should be intelligent, honest, and sincere Amer- 
icans. The only way to get this caliber of citizens into office 
is to encourage them to run and then to elect them. 

“We believe that if citizens such as those who make up 
the Alcoa family will take an active interest in the political 
and governmental affairs of their communities, America 
will grow stronger and better.” 


Statements by the national chairmen of the Demo- 
cratic and Republican parties and also by the presi- 
dent of the aluminum company appeared on the front 
page. Other features included a test of “your political 
savvy,” a description of what happens at national 
conventions of the major political parties, and a chart 
showing the residential qualifications for voting in 
each of the fifty states, primary dates, which states 
will be electing new governors and senators, and other 
information. 
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Performance Ratings Based on Evaluation Factors 


In a letter to Taz Conrerence Boarp, a company 
executive explains how ratings of exempt personnel 
can be tied in with job evaluation factors. He writes: 

“Several years ago we set up evaluation and per- 
formance appraisals on exempt personnel. We did 
something which worked very well. Simply, we used 
the same factors for appraisal that we used for evalu- 
ation. Then, we weighted the appraisal scores by the 
evaluation points for each factor and got a total score 
related to a standard (evaluation). Obviously, under 
this point evaluation and appraisal the over-all rating 
was heavily influenced by the most important function 
of each job. The company liked it, and the exempt 
personnel thought it was an equitable appraisal. We 
were even able to use it in the year-end profit-sharing 
type of bonus.” 


Better Reading Through Television 


The charge that television stunts the development 
of good reading habits cannot be leveled against 
KTCA-TV, the educational channel covering the area 
around Minnesota’s twin cities of Minneapolis and 
St. Paul. That channel, with the cooperation of the 
Minnesota Mining & Manufacturing Company’s 3M 
Technical Forum; is presenting a course in “Efficient 
Reading.” The course, conducted by Dr. J. I. Brown 
of the University of Minnesota and recorded on video 
tape manufactured by the company, will be telecast 
from 4:30 to 5 p.m. on twelve consecutive Tuesdays. 
Families of 3Mers in the viewing area are invited to 
take advantage of the course. The company has also 
set up five locations in St. Paul where its technical 
personnel can watch the programs. Each week Dr. 
Brown will visit one of these locations to assist the 
employees personally. 


New Film on Handicapped Workers 


How the citizens of a community developed an 
understanding of the problem of employing physically 
handicapped workers and how they brought about the 
employment of such workers is dramatically pre- 
sented in a new documentary film. Produced by 
Mutual of Omaha (Mutual Benefit Health and Acci- 
dent Insurance Company of Omaha) for the Presi- 
dent’s Committee on Employment of the Physically 
Handicapped, the 16 mm, black and white film demon- 
strates that the importance of performing a job well 
lies in a worker’s ability, not his disability. 

A leading role in the film is played by Al Hodge, a 
Hollywood actor who is known as Captain Video to 
television viewers. The film is available for free show- 
ings to local groups from Modern Talking Picture 
Service, 3 East 54 Street, New York 22, New York. 


Lalor press Highlights 
Union Bargaining Prospects j in 1960 


66 ARGAINING in 1960 will probably result in 

increases that are larger than those granted 
in 1959, accompanied by some liberalizations in fringe 
benefits,’ predicts a recent issue of the AFL-CIO’s 
Collective Bargaining Report. The AFL-CIO’s depart- 
ment of research monthly says that 4% was the over- 
all wage rise won during last year. 

In 1960, the research department anticipates not 
only greater money increases but also “greater ‘real’ 
wage increases than have been typical in recent years.” 
The basis of this optimism is the federation’s belief 
that a wage hike of only 3 cents an hour is necessary 
to equate the workers’ salaries to the “slow” rise in 
the cost of living during 1959 (the consumer price 
index rose only 1.3% during the year, the AFL-CIO’s 
department of research observes). Additional gains 
won by unions this year will serve “to raise the buying 
power of union members,” the union organ is con- 
vinced. The AFL-CIO feels unions should seek addi- 
tional gains because of “expanding profit margins” and 
the continuing advance in productivity. 

Not all contracts, however, will result in substantial 
wage increases. Gains will be smaller, the article stress- 
es, in those areas plagued by high levels of unemploy- 
ment. 

There are presently four million workers covered 
by cost-of-living escalator provisions. In the past year, 
the AFL-CIO points out, management has intensified 
its criticism of the cost-of-living escalator. Companies 
say they are unable to calculate in advance the full 
costs of administering this clause. On the other hand, 
labor’s position is that unions must protect their 
members against price rises during the life of the 
agreement. 

To meet the interests of both groups, the AFL- 
CIO’s Collective Bargaining Report proposes an alter- 
native solution. An escalator clause may be eliminated, 
the labor monthly insists, only if management agrees 
to limit the duration of the agreement to one year. 

Further extension of fringe benefits will also be 
among the unions’ 1960 bargaining demands, reports 
the federation’s research department. This probably 
will include attempts to have the employer assume 
full payment of health and welfare plans and to extend 
benefits to include retirees. Unions may also demand 
better pension payments, negotiation of severance pay 
plans, and increases in the number of paid holidays. 
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ICWU Embarks on New Organizing Program 


An organizing program employing new techniques, 
described as “seeding and packaging,” has been an- 
nounced by Walter L. Mitchell, president of the 
80,000-member International Chemical Workers 
Union, in the monthly publication, The International 
Chemical Worker. This program, states Mr. Mitchell, 
will be financed by the 50-cent increase in monthly per 
capita payments voted by union members at their 
sixteenth annual convention last October. 

Every means available, Mr. Mitchell asserts, will be 
utilized to acquaint the nonunion worker with the 
functioning of the ICWU. This “planting of the seed” 
will call for systematic activity by the union over a 
long period of time. 

When an area is selected for organization activity, 
each organizer will receive a “field pack” containing 
materials which will acquaint him with the company’s 
operations. In it, says Mr. Mitchell, will be included 
analyses of the firm’s financial structure, personnel 
policies, and its relations with other companies. With 
this as a background, continues the union monthly, 
the organizer will distribute to the prospective mem- 
bers special brochures designed specifically to indi- 
cate the advantages of the ICWU to this firm’s em- 
ployees. 

To implement this program, the union periodical 
points out, the ICWU has divided the United States 
and Canada into thirty-two areas as potential targets 
for organizing. Of these, eighteen have been tabbed 
for what the union terms “immediate action.” 


Air Unions Fight Expanded Aid Pact 


The newly formed seven-union Association of Air 
Transport Unions? has filed a petition with the Civil 
Aeronautics Board protesting the revised mutual 
strike assistance pact signed by nine major air carriers. 
The basis of this complaint is the union allegation that 
the pact will be “applicable to all strikes, even those 
deliberately provoked by management.” 

The original agreement, which was signed by six 


carriers last May, was approved by the CAB, labor 


*The Association of Air Transport Unions, which is headed by 
A. J. Hayes, president of the Machinists, includes the International 
Association of Machinists, the Air Line Pilots Association, the Air 
Line Dispatchers Association, the Flight Engineers’ International 
Association, the Transport Workers Union, and the UAW 
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says, with the understanding that it would only apply 
to those situations where it is necessary for the airlines 
“to protect each other from demands made by unions 
in excess of those recommended by a presidential 
emergency board.” Under such circumstances the 
struck airlines would receive funds drawn from extra 
revenues that result from diversion of passengers to 
the operating carriers. 

The new pact, assert articles appearing in the labor 
press, multiplies the number of situations in which 
struck airlines can receive this aid. Expanding the 
strike protection features of the plan, claims the asso- 
ciation’s petition, will enable “the principal carriers to 
gang up on all unions—big and small—to enforce the 
carriers’ demands.” 


St. Louis AFL-CIO Official Accused of Practicing Law 


Practicing law without a license is the charge 
leveled against the AFL-CIO St. Louis community 
service director by the local bar association. 

In its complaint, reports the AFL-CIO News, the 
bar association accuses Edward M. Tod of violat- 
ing the law by “advising union members of their 
rights in workmen’s compensation and unemployment 
compensation cases.” Mr. Tod, observes the federa- 
tion weekly, has never taken a fee for his services. To 
determine the validity of the charges, a commissioner, 
vested with rule-making power, has been appointed by 
the Missouri Supreme Court. 

Support for Mr. Tod has been coming from the 
500,000-member state AFL-CIO organization, says its 
president, John I. Rollings. In fact, a defense fund to 
defray the costs of the litigation has already been 
established by the union. 

In backing Mr. Tod, President Rollings asserts that: 
“Compensation cases should be decided administra- 
tively. No one should have to hire a lawyer to receive 
his rights under the law.” The union leader adds that 
state laws and rules of the Division of Employment 
Security do not disapprove of a layman representing 
a party before the unemployment compensation body. 
However, in workmen’s compensation cases, where the 
issue of layman representation has been brought before 
the courts “labor generally loses,” says Mr. Rollings, 
“although the pattern varies from state to state.” 


Twenty-one-Year Strike Settled 


In February, 1939, the International Brotherhood 
of Electrical Workers struck the Edwin F. Guth Com- 
pany in St. Louis. Twenty-one years later, says 
The St. Louis Labor Tribune, the signing of an 
eighteen-month contract for the firm’s 225 employees 
finally terminated this dispute. 

Gradually, through the years, reports the labor 

. periodical, the differences between management and 


JUNE, 1960 


23 


union were resolved. The strikers once more assumed 
an “employee-like” character. 

At the contract signing, the labor weekly notes, both 
sides exchanged recollections which reflected the 
“semiharmonious spirit that existed throughout the 
strike.” A union official reminisced that on cold days 
the picket could regularly expect the management to 
serve him coffee. And on Thanksgiving and Christmas 
those IBEW members who acted as pickets would 
receive gifts from the management. 

Under the new contract, declares The St. Louis 
Labor Tribune, wage increases of between 20 and 90 
cents an hour will be awarded the employees over the 
term of the agreement. Fringe benefits, estimated by 
the union at 30 cents an hour, are also included in the 
contract. 


"Right-to-Workers" Go Underground? 


This election year, avers The Machinist, organ of 
the IAM, the National Right-To-Work Committee 
has “gone underground” and is extracting “secret 
commitments” to support the “compulsory open shop 
measure” from candidates for state legislatures. 

This reversal of strategy is due to the results of the 
1958 elections when the right-to-work law was defeated 
in five of the six states that had referendum votes on the 
measure, the union weekly asserts. Prime targets in 
the committee’s 1960 campaign are the states of Dela- 
ware, New Mexico, Idaho, and Vermont. 

Union members in these states are asked by the 
union newspaper to demand that each candidate for 
the state legislature give his position on the right-to- 
work law. In addition, The Machinist urges trade 
unionists to work hard for those candidates who op- 
pose the measure. 


Joun J. McKew 
Division of Personnel Administration 


What Every Supervisor Should Know—This is a training 
handbook and text designed for supervisory management 
and their “bosses” in popularly written, question-and- 
answer style. The author, now industrial management edi- 
tor for Factory Management and Maintenance magazine, 
was at one time a foreman himself and has a lively respect 
and sympathy for the supervisory art. By Lester R. Bittel, 
with cartoons by Al Ross, McGraw-Hill Book Company, 
Inc., New York, New York, 1959, 451 pp., $5.50. 


Administration: Its Purpose and Performance—A pioneer in 
the personnel field reflects, in this slender volume, on the 
role and methods of administration in serving a free and 
dynamic society. The material was originally presented at 
New York University in the Ford Distinguished Lecture 
series. By Ordway Tead, Harper & Brothers, New York, 
New York, 1959, 79 pp., $2.50. 


Human Relations 
(Continued from page 5) 


supervisors on how to handle the departmental meet- 
ings. Edith Lentz was sitting in on them and getting 
a feedback from the employees, so the supervisors 
could be advised as to employees’ reaction to the 
meetings, and so new methods could be devised for 
developing them even more effectively. 

While the case method was used in these discus- 
sions, the cases were not those prepared by Harvard 
or Cornell. The people were discussing their own cases 
—the problems that they concretely faced. And if 
they were able to work out a solution, it had imme- 
diate application. 

Mr. Wiley had to keep confidences. He didn’t report 
to individuals what was said to him by others. He 
tried to present to management people a general pic- 
ture of the problems removed from personalities. He 
sought so far as possible to avoid laying the blame 
on anyone for a problem. He wasn’t trying to find 
out who was wrong, but how the problem arose. His 
question was, “What explains the situation that we 
now face, and what might be done to change the 
situation?” 


How He Worked 


He worked with the man most directly concerned 
with the problem. It wasn’t a matter of finding out 
what was wrong in the coffee shop and then reporting 
to Mr. Smith, the top executive, and then having an 
edict come down from the chief. Rather, he worked 
with the head of the coffee shop, with the head of 
the checkers, the head of housekeeping, and so on. 

Mr. Wiley presented reports, to be sure, to the top 
man, but in a rather general sense. “We are begin- 
ning to work on the problems of the coffee shop. We 
are beginning to work in this direction. We will keep 
you informed.” In effect, he was saying, “You will 
see results. Wait a while.” Also, now and then, Mr. 
Wiley made predictions, pointing out things that the 
top man ought to be anticipating. 

For instance, Mr. Wiley predicted to Mr. Smith 
that there was going to be a blow-up between the 
resident manager, Mr. Kraus, and the new chef. Now, 
for anyone close to the situation, this was no more 
difficult to predict than a collision of two trains going 
down the same track in opposite directions. But Mr. 
Smith was not close to the situation. As a matter of 
fact, he didn’t do anything when the personnel man- 
ager made the prediction. But several weeks later he 
called in Mr. Wiley and said, “Well, it’s happened; 
now what do we do?” This kind of ability to look in 
the human relations crystal ball helped to solidify 
the consulting relationship. 


In working with the top man, Mr. Wiley tried to 
help him understand his own impact on the organiza- 
tion. Also, whether it was Mr. Smith or one of the 
supervisors, Mr. Wiley did not just present recom- 
mendations. In fact, he tended to keep recommenda- 
tions more or less in his pocket. He supplied data. 
“This is what we have found. These seem to be some 
of the forces that have led us into this problem. What 
do you think about it?” And then he and the super- 
visor would talk back and forth, and he would help 
the supervisor or manager to diagnose the situation 
and arrive at some kind of action idea. 

Our aim was not to solve problems; our aim was 
to build a problem-solving organization. If Mr. Wiley 
went in and solved all of the problems, the manage- 
ment would be weaker rather than stronger for hav- 
ing him at hand. 

So far as possible, Mr. Wiley left rewards and pun- 
ishments with the line organization. His aim was to 
work with the supervisors and department heads to 
help them gain the rewards for superior performance; 
to let Mr. Smith, the vice-president and general 
manager, handle both rewarding and punishment 
directly. 


RESEARCH DIRECTOR'S ROLE 


In my own role as research director, I had three 
main functions that varied in importance with the 
development of the program. First, I dealt with the 
impatience of Mr. Smith. He was a hard-driving ex- 
ecutive who had started as a dishwasher at the age 
of thirteen and had advanced steadily to ever more 
important positions. 

We found him an exceedingly able and imaginative 
man, but, like many able executives, anxious to see 
results right away. When I visited the hotel during 
the first two or three months of our study, he would 
ask, “What has been accomplished?” He would want 
something concrete, and I would have to reassure him, 
“These things take time; we are making progress.” In 
that way I would attempt to take the heat off Mr. 
Wiley. I tried to consult with Mr. Smith, too, on his 
own impact on the hotel, as we began to understand 
that. 

Second, I worked constantly with Mr. Wiley, the 
personnel manager, and with Edith Lentz, the re- 
search worker, in planning the study, in interpreting 
what we found, and planning in relation to the hotel 
management. 

And, third, I tried to dramatize what we were doing 
for the hotel management. We were trying to get a 
hotel managed in a radically different fashion from 
the way it had been, and it was necessary to get this 
concept before people. I did this in the first meeting 
through describing aspects of the restaurant study 
that applied in the hotel situation. Then, as soon as 
we had some results from the new approach in operat- 
ing the coffee shop, I described what had been done in 
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another meeting of management. I gave as much 
credit as I possibly could to the coffee shop super- 
visor. Mr. Smith followed suit by expressing his grati- 
fication with what Miss Paris had achieved in this 
department. You could see people around the room 
getting the idea, “This is the way to go.” 

We are now trying to put all of this together in a 
book.! I hope I have given enough of what happened 
to suggest the possibilities in the new role for the 
personnel man as an interpreter of human relations 
research findings. 


QUESTIONS TO PROFESSOR WHYTE 


QUESTION: I assume that one of the keys to the 
improvement was the change in attitude on the part 
of Mr. Kraus. Do you know any basic reason why 
he changed his attitude? 


PROFESSOR WHYTE: Well, I wish we had a per- 
sonality study of Mr. Kraus; it would be interesting. 
He was a man who had a tremendous loyalty, a sense 
of dedication to his superior; a very conscientious 
individual; but even when we came in he was some- 
what insecure in the job because he was not one of 
the so-called “Smith crowd.” That is, he had been 
brought in from the outside, but not from the hotel 
where Mr. Smith had previously been. So there were 
people below the resident manager reporting over his 
head to Mr. Smith, and this was an uneasy situation 
for Mr. Kraus. 

Now, our early efforts, I am sure, contributed to 
making this man even more insecure. In fact, we 
undertook to demonstrate to him that the way he 
was running the hotel was not a feasible approach in 
terms of our program, which had been endorsed by 
Mr. Smith. So, in fact, Mr. Kraus was hemmed in. 
He was under considerable pressure, but the pressure 
from us was not exercised to ease him out, but rather, 
we hoped, to get him into a situation where he would 
be willing to try something new. And this is what 
worked out. 

He went along, I think I can say, wholeheartedly, 
but with limited skill and perception. I think there 
is no doubt about the genuineness of the change, and 
he really believed in it; but starting with a man of 
fifty-five, with his lack of management experience, we 
certainly didn’t transform him into the ideal resident 
manager. 


QUESTION: What do you think the outlook is for 
the “be kind to people” human relations school that 
we hear so much about? 


PROFESSOR WHYTE: “Being kind to people” 
isn’t the meaning of good human relations to me. I 


+A full statement of this case was made by Professor Whyte at 
the Third Conference on Research Developments in Personnel 
Management presented by the Institute of Industrial Relations at 
UCLA in February of 1960. It will be published in the proceedings 
of that meeting. 
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have bridled for years at people who tell me that 
human relations is just a matter of applying the 
golden rule. I ask them how you do that in such and 
such a grievance situation or in a question of in- 
equities in wages, and so on? There are very complex 
problems involved, and to tell people just to be kind 
or unkind to others seems to me to be plain nonsense. 


QUESTION: You indicated that one of the things 
the personnel manager in the hotel undertook to do 
was to inquire into the organization’s structure and 
the reporting relationships involved. I would like to 
ask if there is a trend toward making organization 
planning a definite responsibility of personnel admin- 
istration. 


PROFESSOR WHYTE: If there isn’t a trend, I am 
trying to start one. 

The point I was trying to make is that the per- 
sonnel man is held responsible for the morale of the 
organization. And yet various matters that are gen- 
erally outside of his area of action can drastically 
change this morale. Obviously it is unrealistic to ex- 
pect him to improve human relations if he has no 
functions in this field. 


QUESTION: Is the personnel manager’s job the 
same in an organization that has been functioning 
relatively effectively over a period of time as it is in 
an organization in a critical situation, such as the 
hotel situation? 


PROFESSOR WHYTE: It is hard to say how the 
situation I presented compares with other organiza- 
tions. I imagine the average organization you might 
study is less disorganized and has fewer crises. But 
I have been in quite a number of companies where 
you find things awfully mixed up when you get 
underneath the surface. So I think the personnel man 
could function pretty much along the same lines in 
any organization. But what he does should not de- 
pend on some list of functions he initially brings to 
the job. Rather, through some kind of exploratory 
study of the problems he finds in the situation, he 
should develop a program suited to that particular 
organization. 


QUESTION: How significant was your role of buf- 
fer between the personnel man and top management? 
Could a personnel man in there alone have accom- 
plished what Mr. Wiley accomplished? 


PROFESSOR WHYTE: No sooner was Mr. Wiley 
on the job than Mr. Smith gave him a list of about 
ten things he wanted him to accomplish—all the way 
from a recreational program to an employee news- 
paper. And these are the concrete things on which 
many personnel men justify their existence. If Mr. 
Wiley had got into this kind of merry-go-round, it is 
obvious that he couldn’t have accomplished the 
things he did. But my buffer role became less and less 
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important to the program as Mr. Wiley got his new 
role across to Mr. Smith. I think we need to consider 
the role of the outsider here, not maybe as a perma- 
nent thing, but in getting something new launched 
in an organization. 


An Action Research Approach 
to Organization Development 


!________. by Herbert A. Shepard ———— 


WANT to talk about organization development 

programs that have been conducted within some 
Esso refineries during the past two years. Organiza- 
tion development, as it is seen at Esso, is a program 
whose goal is to free initiative at all levels so it can be 
exercised throughout the organization. 

There are several ways of describing the problems 
that these refineries were trying to solve by organiza- 
tional development. One way of putting it is that they 
were trying to find a way of working which didn’t 
lead them to either the devil or the deep blue sea, the 
devil being the popularized “benevolent autocracy” in 
which only the top man can take initiative, and the 
deep blue sea being an “organization man” situation in 
which no one can take initiative. 

Some of the people within the company had another 
way of phrasing it. They felt that Esso was trapped in 
a pendulum theory of management. One swing of the 
pendulum represents the thesis that if you are nice to 
people they like it and they like you, but they don’t 
work very hard; the other swing is that if you are 
tough with people, they work all right, but they be- 
come very hostile. The middle ground sounds unat- 
tractive, too: push people just hard enough so that 
they don’t get too mad. 

So Esso was looking for an alternative theory of 
how to organize and work, one which didn’t have the 
characteristics of benevolent autocracy, “organization 
man” approach or the pendulum theory. 

To attain the goals of organization development, 
Esso decided on an action research approach to prob- 
lems; this approach might be characterized briefly as 
stressing the need for experimentalism in management 
so that objectives could be constantly reappraised in 
the light of the results of actions already taken. How- 
ever, it was realized that to promote such an attitude 
probably would require special training. The first step 
that has been used at Esso is the management “Jabora- 
tory.” Although the management laboratory is only 
the beginning of a major effort in organization devel- 
opment, it is a powerful beginning, and my remarks 


will be largely limited to a description of the labora- 
tory method. 


THE MANAGEMENT LABORATORY 


The management laboratory is based upon the 
National Training Laboratory’s “sensitivity train- 
ing.” A typical Esso laboratory program lasts eight 
or nine days. Somewhere between two and three dozen 
management people participate. Typically five or six 
management levels are present and there are people 
from each of the half-dozen refinery functions. The 
group includes men with professional training as well 
as men who have come up from the ranks with a back- 
ground of on-the-job experience. 

These thirty or so people are then divided into 
smaller “development groups” of eight or nine men, 
again representing all levels, departments, and back- 
grounds. It is planned so that the men in a develop- 
ment group are not immediate associates back on the 
job. These small groups live together in very close 
proximity. Participants are stuck with their fellows all 
the time for the nine days. 

The hours of work are long each day and there is a 
great deal of emotional involvement. It is not entirely 
clear just why the pace is so heavy. Some people think 
it makes the staff feel better if the managers are work- 
ing very hard. Others think it makes the managers 
feel better if they can go back and say that they didn’t 
take a rest. Anyway, the program is an involving one, 
and the managers do put a great deal of emotional 
energy into it. 

One of the purposes of the laboratory is to reduce 
some of the barriers that separate status levels and 
that produce rivalry between departments; the goal 
is to replace this with an atmosphere of honesty and 
openness. Of course, sometimes such honesty appears 
spontaneously at annual Christmas parties after a 
cocktail or two, but it usually doesn’t have a very 
salutary effect upon relationships thereafter. Our in- 
tention here is to build relationships that don’t suffer 
as a result of this openness. 

We have found that after a very few meetings, the 
development groups do achieve a high degree of co- 
hesiveness and honesty in relationships. The members 
begin talking about their attitudes toward one an- 
other and the effects they have on one another with 
a frankness and clarity that previously was im- 
possible on the job. 

During these first few meetings a lot of barriers be- 
tween the high-status and low-status members are 
hurdled. Mutual respect develops. The high-status 
members often see that first-line foremen have social 
skills that department heads and technical people may 
lack. The foremen, on the other hand, see in the de- 
partment heads some basic human qualities they 
hadn’t been aware of before. 


*See the accompanying box. 
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The laboratory attempts to reproduce the relation- 
ships of the refinery—the organization, the manage- 
ment—in another setting and to go through a series of 
organizational experiments which dramatize some of 
the everyday problems of personal relationships that 
are encountered in the refinery. The experiments 
demonstrate that managers can be governed by forces 
that they are relatively unaware of or that they don’t 
take into account on the job. In the experimental 
situation, participants are able to analyze the forces 
involved and then plan ways to conduct their work so 
that they can take these forces into account. 


A TYPICAL EXPERIMENT 


I would like to elaborate on that by describing one 
experiment, which is intended to dramatize some 
forces that control a great deal of behavior in organiza- 
tions—forces that often have destructive conse- 
quences. The example I will use is based upon the 
common experience of serving on an interdepartmental 
committee or serving on a negotiating board. The un- 
derlying question is: when you are serving as the 
representative of a group that is in competition with 
another group, what goes on in the negotiation and 
how can you provide for a more productive outcome 
than you usually get? 

The cohesion and group pride developed in the early 
days of the development group meetings form the 
basis for the experiments. Also, we take advantage of 
the fact that when a group has a great deal of pride it 
is usually anxious to compare itself with other groups. 
There is often a lot of good-natured kidding among the 
groups in the laboratory about how good they are. 
And this resembles, as you know, some of the attitudes 
found among departments in an organization. 

We give each group the same problem to work on 
and tell the members that the groups will be evaluated 
on how well they solve the problem. They are told that 
one of the groups will be announced as the winner and 
another as the loser. 

It is amazing how eager they are to get into this 
kind of situation. Suggest that they are going to be 
placed in a win-lose competition and they are right 
with it. It doesn’t matter what the problem is; they are 
willmg to compete. 

We give the groups a couple of hours to work on, 
and then write out, their solution to the problem. Then 
we ask each group to appoint a spokesman. These 
spokesmen meet in a kind of theater-in-the-round, 
with the other members acting as an audience. The 
spokesmen have an hour or so to explore each other’s 
solutions before arriving at a decision as to which is 
the best answer. The hour is supposed to be used to 
clarify any areas of confusion in the various solutions 
so that if the audience is later to vote on who is the 
winner, everyone will be well informed on what they 
are voting on. 


JUNE, 1960 
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Can you imagine how these spokesmen go about 
“clarifying” these solutions? There are certain kinds 
of skills that are so well learned in our society that it 
is marvelous to watch them being performed in a 
setting such as this. Most of these spokesmen are 
brilliant in the kind of strategic debate that goes on 
when they are operating under the pretext of clarifying 
the different groups’ positions. 

In order that all the angles and stratagems of games- 
manship may be demonstrated, we make it possible for 
group members to coach their spokesman by sending 
him notes on “questions they want clarified.” I re- 
member one note addressed by a member to his spokes- 
man which said: “Side in with group A against group 
C because A is going to win and we don’t want to be 
stuck as the loser.” 

Before the winner is decided, we try to see how well 
all the participants understand the other groups’ solu- 
tions. Everyone is given about an hour to study the 
several solutions. After that you would expect that 


Sensitivity Training—What It Is 


A sensitivity training laboratory is a training situ- 
ation used to help individuals become more sensitive to 
the dynamics of working groups. In this setting, par- 
ticipants learn to become aware of the covert factors— 
the “hidden agenda”—that can advance or retard a 
group as it seeks to accomplish its tasks. An equally 
important goal is to make people more aware of their 
influence or impact upon others, and the ways in which 
they may be unconsciously interfering with the work 
they are consciously trying to do. 

The method does not rely primarily upon intellectual 
learning. There are no lectures or discussions in the 
usual sense of such terms; rather, this training subjects 
participants to experience in a group. They don’t learn 
“about” group dynamics; they experience frustrations, 
face difficulties, overcome group problems, achieve suc- 
cesses, and meet failures. It is claimed that, because 
the experience in such groups is usually an emotionally 
powerful one, it is more effective than intellectual 
learning in bringing about changes in behavior. 

A laboratory group, away from the job, is used for 
this training because some of the group experiences can 
initially be so disruptive that they would interfere with 
work if the training was conducted on the job. (See 
Professor Shepard’s discussion of the “victorious 
group.”) 

While a group may deal with job problems, the real 
goal is not to find solutions. The problem serves merely 
as a task for the group to struggle with. In fact it is 
not even necessary to assign the group a task. It will 
find plenty of problems in struggling with the “prob- 
lem” of itself. For the goal of sensitivity training is to 
learn what the dynamics of effective group work are 
so they can be used back on the job. 

Sensitivity laboratories have also been called “t” (for 
training) or “d” (for development) groups. 
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everyone would understand the contents of those solu- 
tions pretty well. Nevertheless, if you give them a 
test, you find that there are certain very regular 
distortions. 

For instance, if your group’s solution and my group’s 
solution have, in fact, ten common elements, you are 
likely to say that only three of the elements are com- 
mon; the other seven are unique to your solution. And 
I am likely to say the reverse. One of the things that 
comes out very clearly is that when people are in a 
competitive situation, they are unable to see the points 
they have in common but they clearly see their differ- 
ences. 

» After there has been ample time for “clarification,” 
we ask the spokesmen to come to a decision as to 
which group has the best solution. We have done this 
with fifty or sixty groups but we have never been able 
to get a decision. The spokesmen try very hard. They 
use a secret ballot. But it always comes out the same; 
we always have a draw. Nobody has ever deserted his 
own group. In fact, it is questionable if his life would 
be worth living for the rest of the program if he did. 

So, when we have reached the inevitable draw, we 
have to find another way of deciding which group is 
the winner. Sometimes we have the whole audience 
vote in such a way that they can’t help determining 
the winner and the loser. And sometimes we bring in a 
judge (although he had better not be anyone con- 
nected with the program). 

In one case we used an army colonel who happened 
to be a guest in the hotel where we were meeting. He 
was very gracious. He listened to the arguments. He 
called for a vote of the spokesmen, but that produced 
a draw. Finally he went out for a few moments of 
thought, came back, and announced the winner. The 
winning group got up, shook him by the hand, and 
congratulated him on the wisdom he had displayed in 
reaching a decision. The other group passed him by 
with mutters of “To think that the security of the 
country is in the hands of men like that.” 


EFFECTS ON THE GROUPS 


After the competition has been decided, the devel- 
opment groups again meet separately to consider what 
happened, and then go back to work on other prob- 
lems. Let’s look in on a winning group. 

Usually you don’t have to get very close to the door 
of their room to hear them singing. One group spent a 
whole evening in song and story celebrating victory. 
The winning groups are usually so happy it takes them 
several days to get any work done again. Since much 
of the program focuses on how to make work groups 
more productive, the winning group actually has a 
terrible time. It doesn’t accomplish anything. But it 
can’t admit that anything is wrong; it has already 
proven that it can function perfectly. 

In fact, the victorious group has a very serious 


problem. During the first few days a lot of the barriers 
separating the members at different management 
levels had been broken down. Then, suddenly, the 
whole group had been confronted with a task which 
in two hours was going to determine its value. What 
happened? Well, the high-status people recognized an 
emergency in which their leadership was needed, and 
they took over. The first-line men saw the problem as 
one requiring smoothly written solutions that put a 
premium on education, so they relinquished the field; 
they really had no role. Occasionally a very thoughtful 
group put a pencil in a foreman’s hand and let him 
write on the board what the department managers dic- 
tated. But the solution that came out of the group 
after those two hours really belonged to the high- 
status people. 

After its victory, the group feels that the procedure 
it followed has been proven correct. Perhaps members 
think, “These department heads are in the right place. 
We need them there. It is a good thing the foremen 
weren’t in charge of the group; we might have lost.” 
In other words, the leadership and authority of the 
high-level people are validated. But at the same time 
this group now has a problem that it can’t recognize. 
It thinks it has done great things but, in fact, it has 
destroyed the working relationship that had been built 
up during the first few days. So now it can’t accomplish 
anything; all it can do is celebrate its past victory. 


And in Defeat 


The defeated groups act differently. For a while 
these groups spend their time rationalizing; they say 
they really didn’t lose. I have known groups to go on 
this way for two or three days. But eventually they 
must admit that they really did lose. When that 
happens, there is usually splintering and scapegoating. 
The first-line foremen who kept out of the decision 
finally say, “We didn’t think the ideas were right at 
all, but we were shut out.” So it is the high-status men 
in the losing group who are the scapegoats. In this case 
it has been proven that they are unfit for their posi- 
tions in the organization. 

But, actually, the defeated groups are better off 
than the victorious ones because the issues are more 
quickly brought out into the open and looked at. These 
groups know that they have problems, and after they 
have worked the problems through, they are usually 
stronger than they were before. The victorious groups, 
on the other hand, which feel strong, have very real 
problems, but they can’t face them; they remain com- 
placent. 


HOW THE SPOKESMEN ARE VIEWED 


In using this experiment, we usually collect data on 
the spokesmen. We ask participants in all the groups 
to rate each of the spokesmen, using a list of adjectives 
such as generous versus selfish, shrewd versus simple, 
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sincere versus tricky, competent versus incompetent, 
afraid to differ from his group versus independent, etc. 

When the ratings are made just after the spokesmen 
have started their clarification meeting, inevitably 
each group rates its own spokesman very positively; 
spokesmen of other groups are usually viewed with 
some suspicion. But if we let the spokesmen talk to- 
gether for a while and then ask for a second vote, we 
find that everyone has lost ground. A group’s own 
spokesman is rated less positively to the extent that he 
misses anything his members had thought of; but, 
fortunately for him, the other spokesmen have con- 
firmed his group’s original suspicions that they were 
persons of bad character. 

In one variation of this experiment we had two 
groups competing for three days. After a couple of 
days one of the members said, “I know the fellows in 
that other group awfully well; I have known them for 
years. But somehow, they don’t look as good to me as 
they used to.” 

The interesting thing is that when there are spokes- 
men representing groups in competition, what a 
spokesman does has very little to do with his own 
character or personality. His behavior is almost com- 
pletely determined by his role as group representative. 
He doesn’t dare be a traitor to his people. On the other 
hand, in this particular situation he can’t really be a 
hero either; the best he can do is get a deadlock. Every 
one of the spokesmen operates in the same way; the 
only difference is that some are more skillful than 
others in the arts of disparagement. However, as far 
as the other participants are concerned, they see the 
spokesman’s behavior as a reflection of his personality, 
rather than his role. 

The moral here might be to consider how frequently 
in our organizations we “give up” on people, or assume 
that someone is impossible to work with, when what 
we are really faced with is the behavior of people 
caught between the rigid requirements of two com- 
peting groups. I don’t know what your relationships 
with union representatives are. But I have heard 
management men who suggested that there are really 
very few union men who are decent human beings. 
And from the union viewpoint, most management 
people have pretty undesirable personalities. But 
really all this is a misinterpretation of behavior in a 
win-lose competition. 


THE LABORATORY AND ORGANIZATION 
DEVELOPMENT 


I have spent quite a bit of time on one experiment 
to illustrate the kinds of experience that characterize 
a laboratory. In eight or nine days we try to simulate 
as many as we can of the typical human aspects of the 
problems of managerial work in a complex organiza- 
tion. It is quite a powerful and, we hope, enlightening 
_ experience for the members. 


JUNE, 1960 
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The purpose of all this, as has been suggested, is to 
produce greater perspective and more experimental 
behavior on the part of managers when they go back 
to their jobs. Now let’s consider what happens if there 
is an experimental climate in the refinery. It is not 
hard to find situations back at work in which the 
experiences of the laboratory can be applied. 


Two Examples 


For example, if there is a problem that involves 
three departments, a committee is often set up with 
representatives from each group. The committee is 
expected to explore the problem and reach a creative 
solution. But in many of these situations each man is 
really the spokesman for the particular interests of his 
department. These men are trapped, in the sense that 
if they don’t get the solution favored by their depart- 
ment they will be considered traitors to their group; 
they will be in trouble in the place where their bread 
is buttered. 

Another example is when the union and manage- 
ment sit down to bargain. The management committee 
and the union committee often are operating under 
such rigid instructions from their own groups that 
they have almost no elbow room to move at all. The 
amount of bargaining that can be done is about zero. 
The only way in which a move can be made is to go 
back to the groups after a bargaining session and say, 
“Tt looks as though we will have to give a little here.” 
The door is opened a crack, and there is another ses- 
sion. But it isn’t enough for an agreement. 

Now, in both of these examples, if management 
recognizes the nature of the problem, it can help its 
representatives. It can provide them with enough 
elbow room in the definition of their group goal so 
that the spokesmen can negotiate a little without 
running the risk of being labeled traitors. 

At Esso, since our laboratory training program, 
there has been much more consultation on the job, 
more working with groups in trying experimental ap- 
proaches to solving problems. We use what we call an 
action-research approach. The idea is that in any un- 
dertaking, particularly when change is involved, there 
are three functions that need to be performed. One is 
setting the objectives. The second is the continuous 
changing of objectives based upon the consequences of 
action taken. And the third is planning based upon 
data about how well things are going in relation to the 
objectives and to the consequences of what has already 
been tried. 

In other words, we see the process of change in an 
organization as consisting of a series of steps: objective 
setting, fact finding, planning, taking action, and con- 
tinual re-evaluation in the light of what has been done. 
We know it is very hard for management to move to 
this new kind of job orientation, perhaps because the 
idea of being experimental seems to contradict the idea 
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that a manager should make one “right” decision and 
stand behind it. Most of us are used to the idea that 
once an objective is set, it is never changed, even when 
it is unrealistic. So we have to learn to be more tenta- 
tive and more experimental in setting objectives; we 
have to learn to be willing to change objectives and to 
take risks. Inducing an interest in this sort of experi- 
mental climate, so that new ways of managing can be 
explored, is one of the goals of laboratory training. 


QUESTIONS TO PROFESSOR SHEPARD 


QUESTION: Do these groups go through only one 
competitive experience of this kind, or is the labora- 
tory made up of a series of such situations? 


PROFESSOR SHEPARD: There are other experi- 
ments; some are done on goal setting, some are done 
on power relations between superiors and subordinates. 


QUESTION: The job of leading these development 
groups must be a rather difficult and touchy one. 
Where do you get your leaders? 


PROFESSOR SHEPARD: In some of our programs 
we have had the development groups conducted by a 
consultant to the group. For the most part these 
people are brought in from outside the company. For 
instance, we employ a great many people in university 
positions. However, in some of our programs, we have 
experimented with having no pilot and putting the 
group on instruments, so to speak. They collect data 
on themselves in a systematic way and use these to 
steer their course. While there are differences in these 
two designs, the similarities are greater. 


QUESTION: Would you cite any beneficial con- 
sequences back in the plant that result from this 
experiment? 


PROFESSOR SHEPARD: You mean, does all this 
help? I think that anybody in the refineries would 
say that it has had an important impact, although I 
am not sure that there would be general agreement 
on what the nature of the impact has been. We have 
seen some really remarkable problem solving in cases 
where the solutions mean differences in the way a unit 
is operated or in the way in which the relationships 
between two departments are worked out. However, 
it is too early to say what the long-run consequences 
will be. An action research approach means that the 
laboratory experience is only a part of a long-range 
program of organization development. 


QUESTION: You talk about applying the results 
of this training by action research back in the refinery. 
Doesn’t that imply a considerable amount of freedom 
on the part of the manager at each level, which may 
not actually be the case in many situations? 


PROFESSOR SHEPARD: Yes, indeed it does, and 
you remember that part of the motivation for the 
program is to free initiative at all levels. In one re- 


finery they are now calling their program “Manage- 
ment at All Levels.” This is an attempt to make it 
possible to take appropriate initiative at each level. 
Of course, this creates many new problems, but it also 
means that the management is being inventive and 
trying to find more creative ways of managing. 


The Use of Simulation of 
Business Problems 


by Lewis B. Ward 


AM GOING to talk this morning about another 

research approach in which the individuals who are 
participating are removed from their job settings and 
given experiences that simulate different aspects of 
their jobs. 

This whole area of simulation is not new. In the 
military field, for example, simulation has been com- 
monly used for many years, both as a term and as a 
technique. I am sure you have all heard of war games 
where the red army attempts to take a certain piece 
of territory and the green army defends it. What is 
rather new is the application of a number of tech- 
niques to simulate various aspects of managerial 
problems in business, both for research and training 
purposes. Some of these uses of simulation are relative- 
ly new and very much in the news. For example, man- 
agement games and business games are very glamor- 
ous, partly, I think, because they make use of compli- 
cated data-processing equipment. 

But I would like to point out that the computer is 
a kind of frosting on the cake. It is not at all necessary 
to have anything as complicated as that. A very suc- 
cessful game I have seen demonstrated involves a — 
management problem in which the task of the team is 
to buy parts, make them into toys, and sell them to — 
make as much money as possible. 

At the start of the game, the “supplier” and “buy- — 
er” post price lists; then at various times during the 
game each posts a new price list. What seems like a © 
simple little thing turns out to be a whole lot more 
complicated than anybody thinks. The big problem © 
for these newly created groups is to get organized; but 
nobody tells them this. Even when they discover it 
themselves, they find that they have to have very 
good procedures if they are to organize successfully. 
While this is a somewhat different illustration than 
what I will describe here, the point is that there is a 
tremendous wealth of possibilities for the use of — 
“laboratory” and other kinds of simulation in training © 
and research situations. 

As is true of the sensitivity “laboratory,” simula- 
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tion techniques produce a tremendous involvement on 
the part of those who participate. These people take 
their success or failure very, very seriously indeed. 
They work hard at these tasks. 


THE IN-BASKET EXERCISE 


The particular piece of simulation research that I 
want to discuss was a cooperative effort between the 
Research Division of the Educational Testing Service 
and the American Telephone and Telegraph Company. 
The telephone company’s major interest was in the 
possibility of using the simulation as a part of a man- 
agement-development program. The research organi- 
zation was interested in using certain of the written 
records obtained in a study of the behavior of man- 
agers. 

The in-basket test exercise I am about to describe is 
somewhat more circumscribed than the one I men- 
tioned earlier. It is limited in terms of what is required, 
but it has many more ramifications than one might 
suspect from its design. It is effective because many of 
the problems a manager faces on his job can be pre- 
sented to him in the form of the contents of his mail 
or “in-basket.” 

In this simulation exercise a carefully planned selec- 
tion of letters, memoranda, reports, notes of telephone 
conversations, documents, papers for signature, and 
elaborate analyses of data of one sort or another are 
given to the manager as something that the mail boy 
brings in for his disposition during the day. The task 
of the person taking the exercise is simply to dispose 
of these items as he would if he were on the job. 

Now, to enable him to be realistic in doing this, 
obviously the person has to be told something about 
where he is. Since this research was done with tele- 
phone company managerial personnel, all the par- 
ticipants were familiar with the job of a district man- 
ager. Therefore that was the setting in which these 
materials were presented. 

The company participants were involved in a man- 
agement-training session at the operating company 
level. They were given a great deal of information 
about their simulated “district.” They were also given 
the personnel manual and a copy of the union con- 
tract. They were told about the other people in the 
organization. The particular circumstances responsi- 
ble for their suddenly being put in a district manager’s 
job were spelled out. These circumstances were rather 
dramatic because, for purposes such as this, it is con- 
venient to say that they had to take over the job very 
suddenly. They are there at a time when it is a little 
hard to get anybody to help them, so they can’t do 
what is most common for telephone company people, 
namely, pick up the telephone. (This, incidentally, 
is one of the circumscribed features of the technique. 
Although it could be arranged to have telephone 
interaction, we typically have not done so.) 
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THE PROBLEM THEY FACE 


So, here they are, new at the job. They have this 
background of information, and they are in on a Sun- 
day afternoon trying to do what they can. They are 
further under the gun because they have to talk to the 
boss the next morning, and he has asked them to be 
prepared to discuss the problems that have been piling 
up during the period when no one was in the job. We 
ask that they put in writing everything they do so that 
it is possible for us to look over what they have done. 

Of course, one of the problems one runs into im- 
mediately is that participants are free to do anything 
they please. They can do nothing or they can do any- 
thing they dream up with respect to the items that 
appear in their baskets. The first question, therefore, 
is how to include the great variety of things people do 
under one standard of judgment. Some of the actions 
seem almost in different worlds from others so that it 
almost does not seem appropriate to apply the same 
standard to all decisions. 

Some of the managers in the telephone companies 
thought that one way you could attack this problem 
was to get a group of experienced and able managers 
together to discuss each of the things that appeared in 
the “in-basket” and to decide upon the “best” answers. 
This is how the exercise was used in training. Well, of 
course, what immediately happened was that in the 
discussion after the exercise had been finished, it very 
quickly became apparent that there wasn’t any “best” 
answer. This doesn’t mean, however, that all the an- 
swers were equally good. But answers had to be evalu- 
ated in the context of why they were good and what 
they were good for. The question of which was best 
immediately got people into discussions of what it is 
that management wants. Some actions were better for 
some objectives, and other actions were better for 
others. In other words, the discussions led very quickly 
into questions of value. 


FROM THE RESEARCH ANGLE 


Because of our research we were interested in these 
decisions from a slightly different point of view. We 
were not too much concerned with learning what was 
best; we had already had lots of trouble with this 
problem in trying to determine what is a good man- 
ager. We were more interested in describing what 
effective managers do. So we developed a series of 
descriptive categories into which we could place the 
decisions the men made. Some of the categories were 
rather simple minded, really. For example, one of the 
things we were interested in was just how much activ- 
ity these managers showed with respect to the items. 
The packet of twenty-five items was about three- 
quarters of an inch thick and it represented a good bit 
of reading if they read it in detail. So we wanted to 
know how many items they handled in three hours, 
which was the time allotted. 
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Another thing we were interested in was how many 
different actions a man took that we could discriminate 
as relatively independent. For example, how many 
things did he do, such as calling meetings, delegating 
and passing items to others, writing notes to himself 
about handling items later in the week, setting up a 
schedule, and doing many other kinds of things. We 
found that there was great variation with respect to 
the number of different actions that different managers 
take. That is, if you give them a package of materials 
of this sort, some people do an awful lot with it in 
a short period of time and others apparently do not do 
as much. This does not necessarily mean one is a better 
manager than the other, I hasten to say; but this is 
one way we could distinguish between them in terms 
of describing performance. 

Similarly, we were interested in how much planning 
managers do. Some do a lot of planning, set up sched- 
ules for themselves, arrange times. Others apparently 
keep plans in their heads. At least we don’t know what 
they do about plans, since they don’t put them on 
paper. 

Another thing we were able to get out of the de- 
scriptive classifications was the incidental instances in 
which individuals made unwarranted assumptions. 
Some of these were pure mistakes, in the sense that the 
person overlooked something important that was pre- 
sent in the papers. Others were pretty clearly cases of 
a particular bias with respect to certain issues. We 
could tell when there were unwarranted assumptions 
from a unanimous agreement of the experienced man- 
agers that a certain type of action represented assump- 
tions made in error. 


The Types of Delegation 


One of the most interesting categories, from our 
point of view, was that of delegation because this has 
a lot of play in theories of management. Our interest 
was in determining how completely and carefully dele- 
gations were made. We defined it as making task as- 
signments to subordinates and then we subdivided 
that because there are many different types of delega- 
tion. We distinguished between the following kinds. 

One would be delegation based upon rigid routine. 
Such routine procedures are so well understood that it 
can safely be assumed that all you have to say is, 
“Answer this letter,” and the person to whom the task 
is delegated will pull a form out of a drawer and put it 
in the mail. 

Then there is another type of delegation in which the 
individual specifies every detail so that the person to 
whom the delegation is made has no option at all as to 
how he will carry out the job. 

In other delegations the subordinate isn’t told how 
to get the job done; that’s up to him. But the manager 
does include a control feature that insures him of 
getting a report on how the delegation is carried out. 


And then there are other delegations where a par- 
ticular document is simply bucked to somebody else 
with a note, “Your problem.” 


How the Data Are Used 


Well, now, how did we use information of this sort in 
the research? Our first step was in line with the ob- 
jective that I mentioned in the beginning; namely, to 
find out what characterized the behavior of managers. 
In addition to the experienced managers we also ob- 
served some college trainees whose experience with the 
company ranged from two days to six months or so. 
We compared the performance of trainees with the 
behavior of managers at the district level who were 
presumably more familiar with the job and with 
similar problems and materials. We got a quick answer 
to one question that may occur to you right away. The 
trainees did not find this task to be inappropriate. Ap- 
parently it didn’t bother them that they weren’t dis- 
trict managers. At least they gave no indication that 
the task was too much for them. 

I won’t give you in detail the differences that 
showed up between the trainees and experienced man- 
agers. Many differences were unexpected from the 
viewpoint of the researchers, although I am not so sure 
they were not expected by the managers. One thing we 
noted did surprise me as a university teacher. You 
know how students are; the professors are politely 
addressed with “sirs,” and so on, by young men in 
business school. But these college trainees were not at 
all polite in their written materials in the in-basket 
exercises. The district managers, with a great deal less 
schooling on the whole, were considerably more polite. 
They thanked their secretaries, went out of their way 
to do something that would relieve someone’s anxiety, 
or to do something else to help another person in the 
organization. This was rare in the trainees. 

I put this question to some of the district managers 
and they said, “You people don’t know about these 
young kids. They have no sense whatever in the 
handling of subordinates.” I expect this is an over- 
drawn comment; but, nevertheless, the exercise reveals 
this kind of difference. 

In the question of delegation we again found a differ- 
ence. Both groups delegated about equally, but the 
trainees delegated in the fashion that you would pass 
out a pack of cards: “Joe, do this,” “John, do that.” 
They had heard somewhere that it was good to dele- 
gate. 

On the other hand, when the experienced managers 
sent Joe something, they said, “Joe, send me a copy of 
the letter,” or “let me know what you do,” and so on. 
In other words, they kept some control in the handling 
of tasks. 

To sum up, I have used some of our findings to indi- 
cate the type of information that can be obtained from 
an analysis of the written notes, memos, etc., that 
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managers make in handling the in-basket exercise, but 
I have not tried to present our findings in full. I think 
however that this will illustrate the way in which it is 
possible to use, for research purposes, a technique that 
is in use in several companies as a training or develop- 
ment device. 


QUESTIONS TO PROFESSOR WARD 


QUESTION: Have you been able to show that this 
_ can be used as a selection device? 


PROFESSOR WARD: Knowing how effective se- 
- lection is hinges upon the development of good criteria, 
and I must confess at this point I do not think we are 
ready to say much about it. If we knew what makes 
a good manager, other than general intelligence, I 
would feel much happier about saying we can use a 
device such as this in selecting managers. I am con- 
| vinced that if I had information about how a young 
trainee handled materials of this sort, I would have 
greater confidence in making a decision about his 
future in a management position than if I just took 
his academic record as my selection device or a tradi- 
_ tional intelligence test. But we don’t have the evidence 
to report on use in selection. 


QUESTION: I wonder what sort of classification, if 
any, could be made of “management styles”; have 
there been any efforts to group these into certain 
categories that could be identified? 


PROFESSOR WARD: One of the stylistic elements 
is the use of words. As you would expect, the college 
_ trainees tended to outshine the experienced executives 
here. That is, the trainees used many more words in 
| their exercise than did the district managers. Part of 
this may be an educational bias because many of the 
district managers did not have college training; but 
district managers differed very widely among them- 
selves in the writing they did. I would call this a 
stylistic characteristic of a manager’s behavior. 

Now, as to other kinds of style, I have mentioned 
this tendency to be courteous. This again is a super- 
ficial style element. Apparently with some business ex- 
perience this tends—either through selection or train- 
ing—to be something that gets emphasized. I suspect 
there are many more styles that we could identify 
when we get more experience with the technique. 

QUESTION: Is this a continuing study? 

PROFESSOR WARD: It is on the part of A.T.&.T. 
in their management progress study. In the research 
area, the in-basket technique is also being used with 
other groups, with some very interesting findings. For 
example, it has been used with Navy officers, business 
groups, and with school principals. Now, the par- 
ticular material used in the in-basket here is not in any 
of these people’s fields. It is set in what is called a 
“Bureau of Business” based on a Chamber of Com- 
merce setting. The exercise is set in one of the offices 
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of the Bureau of Business. Now, these three groups 
differed very sharply on the dimension of delegation. 
The school principals didn’t delegate anything. In 
fact, the category of delegation didn’t apply to school 
principals. If you think of their work setting, though, 
you will see why. School principals don’t have sub- 
ordinates. The teacher is not a subordinate in the 
ordinary business sense. An interesting difference 
between the business and Navy groups was that the 
Navy people never involved outsiders in any of the 
problems, whereas the business group was always 
drawing in community people. I think you can see why 
there was this different approach. 


QUESTION: As far as you can determine, are these 
differences due to the particular characteristics of the 
jobs in these three categories rather than to the per- 
sonalities of the individuals? 


PROFESSOR WARD: Some of the differences un- 
doubtedly are due primarily to the roles and charac- 
teristics of the jobs; others, I am sure, are due to indi- 
vidual differences. Now, one reason we can say this is 
that even within a single group there is a wide range 
of actions in many of these categories; so people do 
differ even though groups may differ more sharply. 


Management Bookshelf 


Readings in Management—In their preface to this anthology 
the editors write: “Uppermost in our minds was the pur- 
pose of choosing excerpts from the recognized classics in 
the field and significant contributions, of both a theoretical 
and technical nature, to specific phases of management.” 
Included are classic articles on the theory of management 
by Henri Fayol, Talcott Parsons and James Mooney; on 
staff, line, specialist, and the span of control by Lyndall 
Urwick; on decentralization by Harlow Curtice of General 
Motors and Ralph Cordiner of General Electric, and on 
Parkinson’s Law by Northcote Parkinson. Also included is 
material on direction by Auren Uris, Rensis Likert, and 
Malcolm P. McNair; on planning by Peter F. Drucker and 
Chester I. Barnard; and on control. Company statements 
of policy on the above matters and the contributions of 
less-well-known authors are also included. Edited by 
Harold Koontz and Cyril O'Donnell, McGraw-Hill Book 
Company, Inc., New York, New York, 1959, 523 pp., 
$6.75. 


Industrial Relations and the Small Firm—An Annotated 

Bibliography—Defining the small firm as the company with 
no more than 500 employees, the author has gathered 
together available research material of special interest to 
busy small-company executives. While confined to the 
general field of industrial relations, topics covered include 
productivity, organization structure, management devel- 
opment, and communications. By Albert A. Blum, New 
York State School of Industrial and Labor Relations, Cor- 
nell University, Ithaca, New York, 46 pp. Free to residents 
of New York State, 40 cents to nonresidents. 


Significant Labor Statistics 


Percentage Chan; 


Item 


Consumer Price Index (BLS) 


PATI Cerise tis 15, ca iste eos eumiel abe atesas tuoyonakes 1947-1949 = 100 2 

ROOD See Grae eee Cet ee terete ec. 1947-1949 = 100 119.5 

HGOUBIN ie) 2h) rea een ew ate eee 1949-1949 = 100 131.4 

PADDATEl | ri.) sicimu ah. cisisie ise josie hes 1947-1949 = 100 108.9) 

Transportation 2’.%.\.00 cece cael tutes 1947-1949 = 100 146.1 

Medicalicare i. 042.4 Wal 2. a 1947-1949 = 100 155.5) 

Personal care. i2)5)5 «cliente cia yen 1947-1949 = 100 182.9) 

Reading and recreation.............. 1947-1949 = 100 121.1 

Other goods and services............ 1947-1949 = 100 131.9 

Employment Status (Census) 

Civilian labor force...............-. thousands 

Employediiiie 15 serene Se eee thousands 

SA OVICUILEUTE eye wrsete ee aat a iat to leeeeuclays thousands 

Nonagricultural industries........... thousands 

Unemployed. .s. cece nae eee ee thousands 

Wage Earners (BLS) 
Employees in nonagricultural establish- 
ments: totally: ocr ne tee eee le thousands 
Employees in nonagricultural establish- 
ments, without Alaska & Hawaii!.... thousands p 52,760) 

Manufacturing sc cs deus ci cecen thousands p 16,365 
iS 1iy gieiRisat tenn a ain cP Nau ctas a thousands p 675 

Constriction i cnye os nek ae eine thousands p 2,593) 

Transportation and public utilities... . thousands p 3,923 

PUTAS ae Can ee a Eee gh thousands p 11,540 

IRR ANE eee eae teat thousands p 2,467; 

SEL VICE ee to oP Se ae ete cae thousands p 6,642 

Governmienteiieaigen Heed eee thousands p 8,555 

Production and related workers in mfg. 
employment 

All’ manufacturing: 2...) cs5gehs-e: thousands p 12,341 
Durable sien enone earner ee thousands 
INondurabless . tiene eai see ees thousands 

Average weekly hours 

All manufacturing. ............... zh number p 39.4r ; 
Durable cats cs ohne ktstis & on etee number p 40.0\r 40.3 
Nondurablevticersers deaece ste sete oe number p 38.5|\r 38.8 

Average hourly earnings 

Allimanufacturing Gas: chinese lad dollars p 2.28} 2.29 
Durables ace Ue eke cys igeE ee i tele a dollars p 2.44 2.45 
Nondurablesy  scicnieu easiest ome dollars p 2.06} 2.06 

Average weekly earnings 

All;manufacturing). o/c scleiece secs ieis dollars p 89.83)r 90.91 
arable sae iecc eeaue eatcoreree eee dollars p 97.60|7r 98.74] 98.98 
Nondurableo un. eas dollars p 79.31|r 79.93 

Straight time hourly earnings (estimated) 

All manufacturing. 0... .<.)..se00 0 dollars p. 2.281 2.94 
Durables suites ease ne eee dollars Die. oil)  2as8 
Nondurable sano ccs ceetes ce dollars p 2.02 2.02 

Turnover Rates in Manufacturing (BLS) 

Separations en sirius ermine sear tune per 100 employees |p 3.7 3.7 
Qahts eis rales Cea grcrccia oss seaidabe Bhan per 100 employees |p 1.1 1.0 
Ea Yous Ae teeaceon se, Rake Mats art ogee per 100 employees |p 2.0/r 2.2 

Accessionsi i hi oe aoe, SEEe UME ee es per 100 employees |p 2.7 2.7 

1 The following eight industries also exclude Alaska and Hawaii. p Preliminary. r Revised. n.a. Not available. 
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Wage and Fringe Developments in Bargaining 


When a plant is scheduled to close in six months, how can it keep its hourly 
workers on the payroll, and producing, until the shutdown takes place? 


HE PRACTICE of granting severance pay to 

employees laid off because of permanent plant 
closing has long been recognized throughout industry. 
Now, a new twist has been added by the Personal 
Products Corporation. In the company’s recent con- 
tract reopening with the United Textile Workers, a 
special severance pay bonus has been added as a 
supplement to the normal severance provision in effect 
for several years. The special bonus is offered as a 
means of retaining employees during the months im- 
mediately preceding plant shutdown and providing 
them with an incentive to maintain production 
quotas. 

About midsummer, the company’s Chicago plant 
will move to Wilmington, Illinois, sixty miles from its 
present site. For a number of reasons, none of the 
hourly employees are moving with the company, and 
layoff for them is imminent. Despite this situation, the 
company is faced with the necessity of maintaining 
full employment and normal production schedules 
through the first half of 1960. How to hold employees 
until the final moving date and how to stimulate them 
to maintain production standards was a problem that 
plagued the management. As a means of coping with 
the situation, the special group severance bonus was 
offered by the company and accepted by the union. 

Under this plan, for each month that production 
levels reach 80% to 83% of capacity, each employee 
will earn a bonus of $15. Production in excess of 83% 
in any particular month will be credited to those 
months in which the goal is not reached. Work done 
by apprentice employees is excluded in calculating 
production efficiency. Like the regular severance pay, 
the bonus amount will be distributed at termination 
to employees who remain with the company until 
closing of the plant or until work is no longer available 
to them. 

The severance bonus plan became effective last 
January. Since that time, employees have earned the 
bonus each month. If they continue to do so until 
July, they will have earned a special severance bonus 
of $90. 

The regular severance allowance, which is paid at 
termination in addition to the bonus, is based on age 
‘and length of service. It ranges from one week to 
twenty-four weeks’ pay. The number of weeks of pay 
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granted at specified age and service levels is shown in 
the schedule below. 


Years of Service 


BP EO LSM KZOREIT ZO 11'30 
Age LY Altes ANS. tow | Wor = to: Tito) to to 35 


9 LEAD,  2F 29. 34 Plus 
(Weeks of Pay) 
ALE le eo ae an ee?) Bo A 6 
25-20 anaes 1 A ais Se: eas ATEN 
S034 eA! Epa tio ate Oy M SSaokG 
SO- SO Pe nasi dex. Lee ey esa Oe asl One 
Ce re 2 8 4 &6 6 8 10 12 15 
AGAQ TS, sbetacccziuas 2S Aa SoG eS. Oy Lets) 18 
50-54... cccsec cee 8. 14 o 6 SOLO) LS be 8) 24 
55 and over 1/2 3 4 5 6 8 10 12 20 22 24 


* Revised to include employees with at least three months’ service. 


In addition, the new agreement reduces the mini- 
mum service requirement for severance pay eligibility. 
The minimum is now three months’ service instead of 
one year. A five-cent hourly wage increase is also 
granted by the new agreement. 


Full Pension at Age 60 


A recent innovation in the Timken Roller Bearing 
pension plan is the payment of a full pension to em- 
ployees age sixty with twenty-five years’ service. The 
plan also has a provision for a lump-sum pension pay- 
ment to employees who are laid off on or after age 
forty with at least fifteen years’ service and who re- 
main on layoff for a continuous period of two years. 
This provision was first incorporated in the 1958 
pension agreement and was designed to meet the union 
demand for a deferred vested pension. As viewed by 
the company, this lump-sum pension payment offers: 
(1) an early payment to the laid-off employee, who 
then has the option of investing the money in a busi- 
ness venture or purchasing retirement income and (2) 
the elimination of long-term record keeping of vested 
pension liabilities. 

The amount of the payment is calculated on the 
basis of the employee’s normal pension, actuarially 
reduced, and may amount to as much as $7,000. To 
receive the allowance, the employee must file the 


(Text continued on page 38) 


Significant Pay Settlements 


Company, Union! and Duration of Contract 


American Machine & Foundry Co., Potter & 
Brumfield Div., with 
IAM in Princeton, Ind. 525 hourly 

Effective 3-20-60. Contract expired 


New contract: 3 years 


Baldwin-Lima-Hamilton Corp., Industrial Equip- 

ment Division, with 

Steelworkers in Pennsylvania. 1,275 hourly 
Retroactive to 9-10-59 (signed: 2-6-60). Con- 
tract expired 
New contract: 3 years 


Buffalo Steel Corp. with 

Steelworkers in Tonawanda, N. Y. 450 hourly 
Effective 4-7-60. Contract expired 
New contract: 30 months 


Fafnir Bearing Co. with 

UAW in New Britain, Conn. 4,000 hourly 
Retroactive to 2-1-60. Contract expired 
New contract: 2 years 


Goerlich’s, Inc. with 
Allied Industrial Workers in Dowagiac, Mich. 
120 hourly 
Effective 4-1-60. Contract expired 
New contract: 2 years. Wage reopening 2nd 
year 


Harbison-Walker Refractories Co. with 
Mine, Mill & Smelter Workers, ind. in Bessemer 
and Fairfield, Ala. 250 hourly 
Retroactive to 1-1-60 (signed 2-5-60). Contract 
expired 
New contract: 31 months 


Midland Structural Steel Corp. with 5 
Steelworkers in Hammond, Ind. 270 hourly 
Retroactive to 2-20-60 (signed: 3-3-60) Con- 
tract expired 
New contract: 3 years 


Portland General Electric Co. with 

IBEW in Portland, Ore. 850 hourly 
Effective 3-1-60 (signed: 4-13-60) Contract ex- 
pired 
New contract: 1 year 


Stanray Corporation, Standard Railway Equip- 

ment Division, with 

Steelworkers in Hammond, Indiana. 450 hourly 
Effective 3-1-60. Contract expired 7-31-59 
New contract: 3 years, expiring 8-1-62 


Thermo-King Corp. with 

Steelworkers in Bloomington, Minn. 600 hourly 
Effective 4-1-60. Contract expired 
New contract: 8 years 


Pay Adjustments 


DURABLE MANUFACTURING 


314% general increase : Q 
Deferred increase: 344% effective 3-61; addi- 
tional 314% effective 3-62 


8¢ per hour general increase; escalator clause 
continued with limit on cost-of-living adjust- 
ments; 214 times for work on holidays 

Deferred increase: 8¢ per hour effective 9-10-60; 
additional 8¢ per hour effective 9-10-61 


No general increase now 

Deferred increase: 7¢ to 10.4¢ per hour effective 
3-1-61; additional 7¢ to 8.7¢ per hour effective 
1-1-62 


10¢ per hour general increase for hourly paid em- 
ployees, 3% for piece workers; 8¢ of existing 
cost-of-living allowance incorporated into day 
rates and piece work rates, and escalator clause 
revised to provide semiannual (were quarterly) 
adjustments 

Deferred increase: 9¢ per hour for hourly paid 
employees and 6¢ on base rate for piece workers 
effective 1-25-61 


8.9¢ per hour general increase (weighted aver- 
si) including 11¢ per hour on base hourly 
day rates and 5¢ per hour on base hourly in- 
centive rates 


Cost-of-living adjustment dependent upon in- 
surance costs as per steel pattern 

Deferred increase: 7¢ per hour general increase 
plus 0.2¢ on increments between job classifi- 
cations effective 12-1-60; 7¢ per hour general 
increase plus 0.1¢ on increments between job 
classifications effective 10-1-61. Same increases 
on all piece work rates 


7.8¢ per hour average general increase 
Deferred increase: 7.4¢ per hour average effective 
next year 


4.3% general increase; new rate of $3.37 per hour 
for journeymen linemen 


Deferred increase: 9.5¢ per hour average increase 
effective 8-1-60, new average rate of $2.75 an 
hour. 9.5¢ per hour effective 8-1-61 


10¢ per hour general increase 

Deferred increase: 3¢ per hour effective 2nd year 
plus installation of job evaluation program; 
additional 5¢ per hour effective 3rd year 


Fringe Adjustments 


Revised: Health & welfare benefits 


Added: $1,000 life insurance for employees x 
tired on or after 3-1-60 

Revised: Health & welfare benefits; Blue Cro 
& Blue Shield coverage 


Revised: Pension and insurance programs mad 
noncontributory along lines of basic ste 
agreements, expiring 4-1-63 


Revised: Funeral leave provisions 


Revised: Insurance plan 


| 


Added: Company to pay full cost of revised it 
surance program, effective 1-1-60; same 
sion improvements as basic steel agreement 


No change 


No change 


| 


Revised: Pension and insurance benefits si 
to basic steel agreement 


Revised: SUB, insurance and pension benefits 
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Significant Pay Settlements—continued 


ompany, Union! and Duration of Contract 


aken Roller Bearing Company with 
elworkers in Canton, Columbus and Wooster, 
o. 9,500 hourly 
Retroactive to 2-21-60. Contract expired 

ew contract: 30 months; pension, insurance 
nd SUB agreements: 3 years 


itney Blake Co. with 

, ind. in New Haven, Conn. 400 hourly 
Xetroactive to 2-29-60 (signed: 3-18-60) Con- 
ract expired 

ew contract: 2 years 


erican Potash & Chemical Corporation with 
rict 50, UMWA, ind., IAM, and IBEW in 
na, Calif. 586 hourly 

ffective 3-12-60. Contract expired 

ew contract: 2 years 


with 


mical Workers, IBEW, IAM, Plumbers & 
efitters, and Office Employees, allin Henderson, 
. 178 hourly and salaried 

ffective 4-1-60. Contract expired 

ew contract: 2 years 


es Mfg. Co. with 

tle Workers in Lewiston and Augusta, Me. 
00 hourly 

ffective 4-19-60. Wage reopening in 3-year 
ontract. 

ontract expires 4-15-62 


den PRC & Polyco Monomer plant with 

mical Workers in Leominster, Mass. 100 
ly 

ffective 3-1-60. Contract expired 

ew contract: 2 years 


ntinental Mills with 
ule Workers in Lewiston, Me. 1,100 hourly 
piece workers 
ffective 4-18-60. Contract reopening on wages 
ontract expires 4-15-62 


heral Chemical Division, Allied Chemical 
p. with 
mical Workers in East St. Louis, Ill. 122 hourly 
Retroactive to 2-2-60. Contract expired 
ew contract: 2 years 


nson & Johnson Co. with 

ile Workers in Chicago, Ill. 850 hourly 
Retroactive to 2-1-60. Contract expired 
ew contract: 1 year 


gara Chemical Co. with 
ce Employees in Middle 

Retroactive to 1-1-60. 
ew contract: 1 year 


rt, N. Y. 102 salaried 
ontract expired 


dgeport Gas Co. with 
rict 50, UMW, ind. in Bridgeport, Conn. 190 


y 
ffective 3-26-60. Contract expired 
ew contract: 10 months 


NE, 1960 


Pay Adjustments 


Fringe Adjustments 


Deferred increase: 7/4¢ per hour general increase 
12-4-60. Additional increases up to 45.5¢ an 
hour to skilled trades. Additional 7¢ an hour 
hour general increase, 10-1-61. Cost-of-living 
adjustment is frozen at 21¢ an hour. Effective 
10-1-61 a 2¢ adjustment may be granted but 
will be reduced by any increased cost of the 
company-paid insurance program 


6¢ per hour general increase 
Deferred increase: 6¢ per hour effective 3-1-61 


NONDURABLE MANUFACTURING 


4% general increase 

11¢ cost-of-living allowance incorporated into 
base rates; cost-of-living clause discontinued 
revised 4-hour call-in pay 

Deferred increase: 4% effective 3-12-61; shift 
differentials increased to 9¢ and 15¢, 3-12-61; 
holiday pay increase from 2 times if worked to 
2% times if worked, effective 3-12-61 


8¢, 10¢, 12¢ general increase (average 10.8¢) 
Deferred increase: 8¢, 10¢, 12¢ (average 10.8¢) 
effective 4-1-61 


5% general increase 


9¢ per hour general increase; additional 5¢ ad- 
justment for bagger rate, 23¢ for welder me- 
chanic; 11% time for work on scheduled day off 
Deferred increase: 12¢ per hour effective 2nd year 


5% (714¢ per hour) general increase; new average 
rate of $1.5814¢ per hour 


9¢ per hour general increase 

Deferred increase: 8¢ per hour effective 2nd year; 
escalator clause providing 1¢ increase for each 
0.6 point rise in CPI effective 2nd year 


8¢ average general increase plus inequity adjust- 
ments 


$10 per month general increase 


NONMANUFACTURING 


11¢ per hour general increase; work on half holi- 
day Christmas Eve at 114 times 
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Revised: Pension plan, insurance program, union 
shop clause, and seniority provisions 


Revised: Daily hospital benefits; funeral leave 
provisions 


Added: 8th paid holiday; company to replace 
damaged prescription lenses 

Revised: Hospitalization insurance program; 
surgical benefits; sick leave benefits; paid fu- 
neral leave benefits 


Revised: Group insurance ($50.00 maximum 
benefit for X-ray and lab charges incurred as a 
result of accidental bodily injury which is not 
covered by Workmen’s Compensation). Em- 
ployee contribution to group insurance 15%; 
company pays 85% 


No change 


Added: Extra work clothes 
Revised: Blue Cross increased to $18 daily plus 
major medical plan (cost split 50-50) 


No change 


Added: 4 weeks’ vacation after 20 years effective 
in 1961; jury duty pay 
Revised: Insurance 


Revised: Vacation provisions; sickness & acci- 
dent benefits 


Added: One holiday (employee’s choice) 
Revised: Company-paid hospitalization for em- 
ployee and dependents 


Revised: Hospitalization and pension benefits 


Significant Pay Settlements—continued 


Company, Union! and Duration of Contract 


Cleveland Electric Iuminating Co. with 

Utility Workers in Cleveland, Ohio. 2,400 hourly 
Effective 4-60. Contract expired 
New contract: 25 months. Wage reopening in 
@nd year 


Consumers Power Co. with 

Utility Workers in Mich. 5,100 hourly 
Effective 4-11-60. Contract expired 
New contract: 2 years 


Metropolitan Transit Authority with 

Trainmen in Los Angeles, Cal. 2,800 hourly 
Retroactive to 1-3-60. Contract expired 
New contract: 2 years. Cost-of-living reopening 
6-61 


New England Gas and Electric Assn. (including 
Cambridge Electric Co., Cambridge Electric 
Light Co., and Worcester Gas Co.) with 
Utility Workers and UMW 4A, District 50, ind. in 
Cambridge, Mass.; UMW 4A, District 50, ind. in 
Worcester, Mass. 700 hourly 
Effective: March and April, 1960. Cambridge 
contracts expired. Worcester contract reopened 
on wages 
New contracts: 2 years (Cambridge); Worcester 
contract expires 4-1-61 


New York City Realty Advisory Board on Labor 
Relations with 
Building Service Employees in New York, N. Y. 
500 hourly 
Retroactive to 2-4-60 (signed: 5-5-60). Con- 
tract expired 
New contract: 3 years 


and with 
Building Service Employees in New York, N. Y. 
12,000 hourly 
Retroactive to 1-1-60 (signed: 2-17-60). Con- 
tract expired 
New contract: 3 years. Welfare reopening after 
1-1-62 


Pay Adjustments 


10¢ per hour general increase plus 114¢ per hour 
inequity adjustments 


10¢ to 11¢ per hour general increase 
Deferred increase: 10¢ per hour effective 2nd year 


10¢ per hour general increase; revised hours’ 
work guarantees for extra and regular oper- 
ators over contract term 

Deferred increase: 5¢ per hour effective 7-1-60; 
additional 7¢ per hour effective 1-3-61 


From 444% to 514% general increase, plus in- 
equity adjustments 

Sunday premiums increased to 10% in 1960 for 
Utility Workers. Shift premiums increased to 
10¢ and 15¢ an hour for UMWA and Utility 
Workers in Cambridge 

Deferred increase: 5% general increase for Utility 
Workers effective 6-16-61, and 414% increase 
for UMWA in Cambridge 4-1-61; Sunday 
premiums raised to 20% for Utility Workers 
in 1961 


10¢ per hour general increase for building super- 
intendents 

Deferred increase: 614¢ per hour effective 2nd 
year; additional 534¢ per hour effective 2-4-62 


7¢ per hour general increase for women cleaners 
Deferred increase: 5¢ per hour effective 1-1-61; 
additional 4¢ per hour effective 1-1-62 


1 All unions are affiliated with the AFL-CIO unless otherwise indicated. 


Fringe Adjustments 


Revised: Pension plan; insurance benefits 


Revised: Pensions 


Revised: Vacation pay; health& welfare ben 
pension plan; 3 weeks’ vacation after 8 y 


No change in Worcester contract 

Added: 4 weeks’ vacation after 20 yeal 
Cambridge 

Revised: Health benefits in Cambridge 


Revised: Increased employer contributior 
welfare effective 1-1-62; increased sever 
pay to a maximum of 6 weeks for 20- 
employees 


Added: New sick pay plan effective 2nd ye: 
Revised: Increased employer contributio: 
welfare fund effective 1-1-62 to provide 
medical benefits in form of home and 
physicians’ visits; increased severance pa 
a maximum of 6 weeks for 20-year emplo 


(Text continued from page 35) 
proper application form at the expiration of his two- 
year layoff period. 

Other features of the Timken pension plan follow 
closely the basic steel pattern. Employees retiring un- 
der the normal pension, the early reduced pension, and 
those retiring because of shutdown, layoff, or physical 
disability at age fifty-five and twenty years’ service 
receive monthly pension payments equal to $2.50 
times years of service prior to March 1, 1960, plus 
$2.60 times years of service thereafter. The 1% pension 
formula is retained (1% of average monthly earnings 
during the last ten years of credited service, multi- 
plied by years of service, less Social Security). But in 
calculating pension payments under the 1% formula 
the Social Security deduction is now $80 instead of the 
former $85. 

Until age sixty-five, disability pensioners (totally 
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and permanently disabled after fifteen years’ service) 
receive monthly pension benefits of $100. 

The Timken pension plan also grants a special re 
tirement payment upon normal or early retiremen 
that amounts to either 380 or 400 hours (depending o1 
years of service) multiplied by the employee’s averags 
straight-time hourly rate. Monthly pension payment: 
do not begin until three months after the date o§ 
retirement. 

Employees retiring prior to age sixty-five (except 
those receiving lump-sum pension payments due tc 
layoff) receive continued life insurance up to a maxi- 
mum of $6,500 until age sixty-five, at which time they 
receive a paid-up policy in the amount of $1,500. 

A significant change in the basic labor agreement 
also negotiated at the same time, involves the modi- 
fied union shop clause. Under the old contract, new 
employees who wished to withdraw their membership 
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from the union could do so by exercising their rights 
under the escape clause in the contract. With the 
signing of the present agreement, union members no 
longer have “escape” privileges, and employees hired 
after the signing date are required to join and re- 
main members of the union. However, any employee 
not a member of the union under the old contract 
need not join the union nor does he have to pay any 
union dues. 

The contract also changes the group insurance plans, 
which are now entirely company paid. The seventy- 
day hospital-surgical benefits plan in the old agree- 
4} ment is increased to 120 days. Employees who are laid 
off because of a reduction in the work force or physical 
disability and who have at least two years’ service get 
|free coverage for the first six months of their layoff 
and may continue the coverage at group rates for an- 
}other eighteen months by assuming the cost them- 
selves. The same extension of hospital-surgical cover- 
age is made available to employees who retire under 
|the pension plan. 

Life insurance coverage is raised to a maximum of 
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$6,500 for employees with less than ten years’ service 
and to a maximum of $20,000 for those who had ten 
or more years’ service at the time the contract was 
signed. But regardless of service, any employee who is 
laid off gets free life insurance coverage for six months 
and may continue it another eighteen months by 
paying 60 cents a month per $1,000 coverage. 

The duration of sickness and accident benefits is 
raised from fifteen to twenty-six weeks. The new 
formula pays twenty-three hours times the employee’s 
average straight-time hourly earnings, or a maximum 
of $75 per week. Previously it was twenty hours, or a 
maximum of $60 per week. 

No changes are made in the supplemental unem- 
ployment benefits plan. The basic agreement expires 
on August 24, 1962. While the pension, insurance, and 
SUB agreements continue until February 24, 1963, 
future benefits in these areas will be negotiated to- 
gether with the basic labor agreement during July and 
August of 1962. 

N. Beatrice WortHy 
Division of Personnel Administration 


Work-Study 


(Continued from page 14) 


as well as of the company. (Over the years the pro- 
gram has existed, approximately 800 students have 
participated in this company’s plan.) 


HOW SUCCESSFUL ARE THE PROGRAMS? 


One indication of success in these cooperative edu- 
‘cation programs is the fifty-year period they have 
lasted. Another is the recent expansion of plans, not 
only in number but also in fields of specialization. 


Difficulties Are Encountered 


if Because companies generally are pleased with the 
“| plans, it does not follow that they have no problems 
connected with them. One difficulty encountered by 
some firms that favor giving students a wide range of 
J experience before the trainees decide on their areas of 


pIJUNE, 1960 


ample of this problem. This company cooperates in a 
two-man team system. Under this plan, trainee A is 
always replaced by trainee B. But though the two 
trainees are a team, their interests may not necessarily 
be in the same field. Trainee B may be interested in 
aerodynamics whereas trainee A is temporarily leav- 
ing a job in flight test engineering. The result may be 
alternating twelve-week vacancies in both the aero- 
dynamics department and in flight test engineering. 
This situation creates a problem for the department 
manager because a man’s time may be charged against 
a contract for a departmental project calling for fifty 
workers, but during part of the time only forty-nine 
workers are being used. 

Despite this problem, the company believes the plan 
is worthwhile. It has retained one-fourth to one-third 
of all its student trainees. Since the plan’s inception 
in the early 1950’s, the company has terminated em- 
ployment of only two students prior to completion of 
their training. (The company always has the right to 
terminate a trainee’s employment if his work or atti- 
tude is not satisfactory.) 

The Armco Steel Corporation, likewise, has en- 
countered the problem of divergent interests in a two- 
man team. For that reason, it finds that these students 
are best placed in research and staff engineering. This 
work is productive but not the type in which bottle- 
necks are likely to occur should the position remain 
unfilled for a period of weeks. Thus the success of a 
program where quality of the participants is para- 
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mount is not jeopardized by the pressure of routine 
production needs. 

Armco believes, too, that if a work-study program is 
to be successful, a company must have an interest in 
the program and be flexible in work assignments. A 
firm should realize it is a participating partner in an 
educational venture and that it won’t get the same 
returns from student employees as from regular full- 
time workers. 

Some firms believe that companies should be warned 
about assuming too much responsibility for the pro- 
grams. One cooperator says: 


“Companies must stand up for their own rights and not 
be expected to take over the education of the students. 
And they must make the schools realize a company’s 
problems in scheduling work.” 


Another cooperator warns that companies must 
reserve the right to reject applicants when there are 
no openings in their fields of specialization. And a com- 
pany must not be unduly influenced by the schools 
that like students to be exposed to a great number of 
jobs. Accomplishing this feat is not always feasible 
and practicable for a company, this cooperator points 
out. 

Minneapolis-Honeywell finds that the occasional 
imbalance of trainee teams does not pose any major 
problems, even though all positions are not always 
covered every quarter. In fact, this company says it is 
doubtful if there are any major disadvantages to the 
plan although it comments: “The plan is rather ex- 
pensive when a company participates in it to the 
extent we do, but this is something we have taken for 
granted.” 


Satisfied with Recruitment 


Generally, companies are satisfied with the number 
of trained personnel, particularly graduate engineers, 
who have been added to their staffs through the work- 
study program. So far, the Clark Bros. Co. has had 
only one graduating class complete training at the 
company, but three of the five graduates remained 
with the firm. The company believes that ultimately 
the success of the program will depend upon whether 


enough students remain. (It points out, also, that one 
advantage of the program is improved public rela- 
tions.) 

The Reliance Engineering and Electric Company is 
enthusiastic about its plan. It has retained some of its 
graduates, and among those who have not remained, 
several have gone into graduate work and teaching. 
The company points out that one of the purposes of 
these programs is to produce more trained engineers. 
Preparing persons to teach others certainly fulfills this 
purpose, according to a company spokesman. 

Bell & Howell says: “We certainly consider this 
program to be successful and worthwhile. Two of our 
vice-presidents are former coops as are many addi- 
tional people within our management group.” 

Of great encouragement in its work-study plan, ac- 
cording to Minneapolis-Honeywell, is the excellent 
acceptance of the program by company supervisors. 
This results in a great percentage of the work-study 
students receiving employment offers upon gradu- 
ation. 

During the past year Minneapolis-Honeywell had 
had twenty-nine students working in its Wied besa 
controls and ordnance divisions and eleven in its 
aeronautical division. Twenty of these students will 
graduate this year and the company says practically 
all will receive offers of employment. 

A spokesman of the International Business Machines | 
Corporation says that the company is pleased with 
the results obtained so far from its five-year-old edu- 
cational program. 

The Republic Aviation Corporation says that about 
one-fourth to one-third of its total trainees have re- 
mained with the company. It finds that two factors 
which most often prevent students from remaining 
with the company following graduation are: (1) their 
continuation of studies in graduate school and (2) 
geographical location. In the latter case, the student 
may have worked at some distance from his own com- 
munity and may prefer to return to his home area. Or 
he may wish to establish himself in another region of 
the country. 


Doris M. Toompson 
Division of Personnel Administration 
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In the June Business Record 


Increase in Discretionary Income—Discretionary income rose $2.9 billion in the 
first quarter of 1960, according to The Conference Board’s series. This was 
the second consecutive rise, but these increases only slightly more than 
offset the decline registered in the third quarter of 1959 during the steel 
strike. Disposable personal income, on the other hand, has exhibited rapid 
growth, reaching a $345.4-billion annual rate in the first quarter of this 
year. 


Consumer Markets: Income at the Market Place—Retail sales are currently run- 
ning at a record of close to $227 billion (seasonally adjusted annual rate), 
after a somewhat disappointing first quarter. But aggregate sales are still 
below expectations, despite the fact that the real income of the average 
family today is 25% higher than in the early postwar years. The reasons for 
the less-than-expected volume of retail sales and the implications of in- 
creased buying capacity for the various categories of consumer goods and 
services are explored in this second in the Board’s new series on consumer 
markets. The series is presented in conjunction with the recent publication, 
“A Graphic Guide to Consumer Markets,’’ sponsored by ‘‘Life’’ magazine. 


Consumer Buying Plans: Continued Advance—Consumers in many key sectors 
reported more buying plans than ever before during the first quarter of 
1960. Optimism about general business and employment conditions was on 
the whole greater than in the corresponding months of 1959, with only the 
West running counter to the favorable trend. Within the quarter itself, 
however, various other measures of consumer confidence—notably the rate 
of gain in automobile-buying plans—were tilting downward. This report, the 
seventh in the Board’s continuing survey of consumer buying plans sponsored 
by ‘‘Newsweek,’’ analyzes current planning trends and relates them to data 
gathered in the two years since the survey’s inception. 
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